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THE PASSING OF THE CROWN 


GEORGE VI AND THE SOCIAL MONARCHY 


REY English sovereigns have reigned through such stormy times 
as the fifteen years of George VI; none in a thousand years has come 
to so peaceful an end. After one of the rare days he was able to give to 
his favourite sport of shooting, he fell asleep in his childhood’s home 
at Sandringham, and did not wake. It had become pitifully apparent in 
the post-war years that, having worn out a naturally frail constitution 
with incessant labour and anxiety, he could not expect length of days; 
and that being so, the best that the devotion of his subjects could hope 
was that he might be granted such tranquillity at the last. For this 
King had won in his short reign a universal love which he never actively 
sought, and which was more unqualified than had been given even to 
his father. In it was the recognition of absolute conscientiousness and 
absolute sincerity; gratitude for his voluntary assumption of the im- 
mense burden of his office, an assumption in which no one doubted 
the sole motive was the service of his people; and the sense of intimate 
kinship they derived from the visible quality of his private life, which 
was a mirror of all the simple and sterling virtues on which they knew 
the worth of their own homes depended. 

The reign carried conspicuously farther the line of progress which 
had been central to the reign of George V, in emphasizing the function 
of the King as head of society rather than head of the State. This may 
be said without any suggestion that the two functions are opposed. 
But in these two reigns we may feel more conscious than our ancestors 
in the nineteenth century that the Sovereign is head of the national life 
in all its aspects, and head of its government only because government 
is one, and not necessarily the most important, of the aspects of life. It 
may be claimed as cardinal to the system of ideas on which the British 
Commonwealth rests that the State is conceived as existing within an 
organic society; we have reacted, sometimes to the point of armed 
opposition, against the opposite doctrine that society is created by, or 
exists by grace of, the State. These two Kings, each in his time the 
supreme representative of his people first, and only then the key figure 
in their political constitution, embodied in his life this relation of 
political and social values. 

It never became necessary for King George VI to invoke publicly 
the remaining personal powers or influence of the monarchy, as his 
father invoked them on such memorable occasions as the Buckingham 
Palace Conference of 1914, the preference of Mr. Baldwin to Lord 
Curzon as Prime Minister in 1923, or the formation of the National 
Government in 1931. The powers and influence have grown no less, 
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and it need not be doubted that George VI, if occasion had arisen, would 
have used them as firmly and with as sure a judgment as his father. But the 
fact that he was never confronted with crises of this order left him freer— 
while toiling even more assiduously than his predecessors at the unseen 
business of state—to stand out before his peoples as the symbol of their 
social cohesion and the incarnation of their philosophy of life. This funda- 
mental function became steadily more important as events—not the paper 
constitution of George V’s Statute of Westminster but the progressive 
application in practice of the principles it embodies—loosened the political 
bonds and so increased the tension upon the royal bonds of the Common- 
wealth. 

King George VI had opportunities denied to his ancestors of identifying 
himself with the masses of his people, and invariably seized them, though 
generally at a heavy cost in personal effort and sometimes in physical danger. 
He moved more freely among all classes, and came closer to workaday life, 
than earlier kings; and his full participation, with his Queen, in all the suffer- 
ings of his subjects during the great air bombardments of London forged a 
link to which there is no parallel in history. Similarly his efforts to make him- 
self a personal, and not merely an official, interpreter between the many 
nations of the Commonwealth surpassed all that had been attempted before. 
The royal visits to Canada before the war and to South Africa after it set a 
new standard for the identification of the peoples, through the monarchy, 
with one another; and the King’s persistent attempts, twice frustrated, to 
extend his travels to his three most southerly Dominions were characteristic 
of his determination not to disappoint his subjects anywhere. Even when he 


was prevented from going himself, he sent his much-loved daughter to take 
his place, well knowing, in October as well as in February, that there was 
gtave danger that the parting might be final. 

King George VI lived and laboured to draw all his subjects, though they 
made many nations and many states, into one family through their direct 
relation to himself as its human and visible head; and in the unanimity of 
the people’s mourning for his loss is the testimony that he succeeded. 


Queen Elizabeth’s Inheritance 


HE vast and lonely responsibilities of the Throne pass to Queen Elizabeth, 

as many commentators have observed, ata moment of history comparable, 
for the manifold dangers and privations that beset her realms, to that which 
confronted her illustrious namesake on her accession in 1558. But Elizabeth I 
triumphed over all those dangers unassisted by one sure resource that 
George VI bequeathes to his successor—a Throne securely anchored in the 
affectionate loyalty of the people. On that foundation Elizabeth II may con- 
front the future undaunted. In all human probability she may expect to out- 
live the twentieth century; and in her time the monarchy will no doubt 
change its character as greatly as we can now perceive that it has changed 
since Queen Victoria died. But we may reasonably prophesy that the direc- 
tion of its progress will not be markedly deflected. Its function as the uniting 
force at the head of society cannot become less important, and may be vigor- 
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ously developed. To take one obvious example, the idea behind King George 
VI’s great progresses in the Commonwealth, and her own journeys as heiress, 
may find larger expression. She is to be head of society in each of her realms 
separately ; and that seems logically to require that she shall not know them 
only as a visitor in constant transit from town to town, but shall somehow 
contrive occasional continuous residence among the various peoples who 
owe her allegiance. The argument has to be balanced against the considera- 
tion that a certain ceremonial remoteness, more easily preserved in the 
historic settings of Westminster and Windsor than in newer countries, has 
its part in enhancing the symbolic value of the monarchy. 

Time will no doubt show many other ways in which the Queen can en- 
rich the expression of the greatest idea for which she stands, the unity of the 
British nations, each within itself and all with one another. What is known 
already is that she has the qualities that will enable them all to look to her 
with confidence as their head. She has inherited from her father his devotion 
to duty, his tenacity, his courage, and his simplicity. She has her mother’s gift 
of easy understanding of all kinds of people, and her instant sympathy with 
human joys and sorrows. She has not as yet shown the world many signs of 
originality of mind; but initiative will certainly be provided by her energetic 
and forward-looking consort. She balances that quality in him with a peculi- 
arly sure tact and judgment, which are entirely her own. She has youth and 
health, and the happy home life without which the burden of the modern 
Crown cannot be sustained. She loves her native country, and her heart 
has opened with instant responsiveness to each of the lands of the Common- 


wealth that she has visited. The omens for her reign are bright; for she will be 
served as only those are served who give, and therefore command, personal 
affection. 





THE STERLING AREA 


DIAGNOSIS AND PRESCRIPTION 


E recognize that the sterling area is faced with a very serious crisis 

which, if it is not effectively dealt with, will have far-reaching conse- 
quences.” These words were chosen by the Conference of Commonwealth 
Finance Ministers to open the statement issued at the conclusion of their 
discussions in London in January 1952, words in marked contrast to the bland 
generalities that are the small change of a political communiqué. The statement 
proceeded at some length to what might by analogy be described as diagnosis 
and prescription. But the analogy must not be pressed too far, for the diagno- 
sis and prescription of the physician are based on the knowledge, now exten- 
sive but by no means complete, of the physiologist; and are accepted the more 
readily because they are known to have this solid foundation. The physiology 
of the sterling area has been little studied, and is perhaps not yet generally 
understood, for which reason it will be the more difficult to gain acceptance 
for the view that it can suffer a crisis that is “very serious”, the consequences 
of which can be “far-reaching”. The why and the how of the sterling area 
must be appreciated before its legitimate demands will be universally and 
cheerfully accepted. 


Nobody invented the sterling area. As John Stuart Mill wrote, more than 
a century ago: 


If Manchester, instead of being where it is, were a rock in the North Sea (its 
present industry continuing) it would still be but a town of England, not a 
country trading with England; it would be merely, as now, a place where 
England finds it convenient to carry on her cotton manufacture. The West 
Indies, in like manner, are the place where England finds it convenient to carry 
on the production of sugar, coffee and a few other tropical commodities. All the 
capital employed is English capital; alfnost all the industry is carried on for 
English uses.... The trade with the West Indies is therefore hardly to be con- 
sidered as external trade, but more resembles the traffic between town and country. 


Shorn of its exaggeration, this statement exemplifies that in the early stages 
of British colonial development there was no currency problem. 

As the constituent parts of the Empire grew to adult status, they developed 
a financial and trading mechanism linked to the parent country by the in- 
separable bonds of organic growth. They borrowed, and duly serviced their 
debts, in London; they sold their produce in London or in Liverpool; the 
United Kingdom supplied the major part of their need of imported goods; 
their banks, although as time went on not all domiciled in London, were 
accustomed to keep their surplus funds there, where they would most likely 
be needed or could be exchanged at will into any other currency, but could 
meanwhile remain both liquid and remunerative. It was a natural outcome 
that in the formal monetary arrangements of the developing Commonwealth, 
local currencies should be linked to sterling—which means reserves held in 





THE STERLING AREA 105 


sterling—often in a pound-for-pound relationship the permanence of which 
was never questioned. 

Meanwhile a parallel, although less far reaching, development was taking 
place in the financial relationship of the United Kingdom with other coun- 
tries. Her capacity and willingness to lend abroad were not confined to the 
Empire; the relative maturity of her industry made her a good country to buy 
from, but the growth of her markets for unmanufactured produce—itself 
largely an outcome of colonial relationships—made her also a good country 
to buy in. With these markets came unparalleled facilities for finance, in- 
surance and shipping. Sterling therefore developed a unique attraction as a 
currency of international use; one could always pay one’s debts with it, or 
buy a world-wide range of goods, both primary and manufactured; or sell it 
with no trouble for other currencies or for gold. So far from being the cur- 
rency only of a single political unit, sterling was not merely the mother- 
currency of a group of units with close political ties but a prime means of 
settlement in all exchanges across political boundaries. 


The First World War 


HE war of 1914-18, as we now see more clearly, brought with it, or at least 
accelerated, fundamental changes in the economic position of the United 
Kingdom, in her export trades and in her position as an international creditor. 
The internal value of sterling suffered grievous fluctuations; but in compari- 
son with European experience sterling retained its reputation, nor was the 
relative strength of the U.S. dollar backed by the combination of sagacity and 
technical experience which was necessary before New York could take the 
place of London. Whatever the internal strains of readjustment—and this is 
not the place to pronounce a verdict on the internal policies then pursued— 
sterling resumed a large part of its pre-war status in international exchange. 
In those post-war years there was one development of some significance 
for the subject now under discussion, namely the establishment of central 
banks in the leading countries of the Commonwealth, including the transfor- 
mation of the Commonwealth Bank of Australia. Political independence does 
not bring with it insulation from international fluctuations in prices or trad- 
ing conditions; but within these limits it increases the power of domestic 
policies over the domestic monetary system and affords scope for expert and 
impartial advice and management. The establishment of these banks might 
have marked something of a parting of the ways, had it not been clear from 
the outset that not the least of their functions was to mirror in the monetary 
sphere the free association that persisted in the political sphere. Their co- 
operation implied a multiplication of personal relationships between re- 
sponsible monetary authorities which has proved its value in the years since 
1939. 

"haben experience in the depression finally confirmed that all pounds 
were not the same pound: and yet that there persisted a relationship between 
them far closer than that between any two currencies in a text-book world of 
free and independent monetary systems of equal standing. But the collapse 
of the international gold-standard framework, laboriously reconstructed after 
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1918, showed more than this. After sterling had cut adrift from gold there 
ensued a period of fluctuating rates of exchange between sterling on the one 
hand and on the other the U.S. dollar and those European currencies, known 
as the gold b/oc, which clung precariously to a link with gold. Although 
empirical arrangements could be, and were, made to limit the damaging 
effects of fluctuating rates, all those countries that set store by stability in 
their international relationships had to choose whether to link themselves to 
sterling or to gold. For the countries of the Commonwealth the choice was 
already determined by past history: but to them were added a wide range of 
others which recognized the utility of sterling as a means of external pay- 
ment. Countries as far apart as Portugal, Argentina and Japan pegged their 
currency on sterling and held in that form balances that ranged from enough 
to satisfy their working needs to a substantial part of their external reserves. 

It was only at this stage that the phrase “sterling b/oc” was coined, by 
analogy with “gold b/oc” : implying a new shape and coherence in monetary 
arrangements pivoting on sterling which had in essence already been running 
for many decades. The b/oc was not coterminous with any political grouping, 
it had no rules and no penalties; to join it or to leave it did not necessarily 
require even any internal legislation in the country concerned. At this point 
may be mentioned the peculiar position of two members of the Common- 
wealth. South Africa, although closely linked with the United Kingdom and 
trading extensively in sterling, naturally preferred her own gold as a main 
currency reserve rather than balances in London. Canada had long occupied 
a middle position between the United Kingdom and the United States, 
broadly speaking selling for sterling and buying for U.S. dollars to a greater 
extent than any other country. The settlement of her external accounts was 
worked on a triangular system, so that adherence to the sterling b/oc did not 
meet her legitimate needs. 

The approach of war brought the seeds of change, some of the sterling bloc 
retiring de facto even before the outbreak of hostilities. When war began the 
need to control oversea payments with the minimum of disturbance to 
approved trade and of administrative complexity led the United Kingdom to 
introduce a system of control that recognized the relationship of other 
Commonwealth currencies to sterling. By informal arrangement the trade and 
exchange controls introduced in most of the Commonwealth took the same 
shape as those of the United Kingdom, so that within the group thus created 
such controls were unnecessary. For the first time a means existed of classify- 
ing currency relationships by looking at the nature of the exchange controls 
regulating them: and thus was born the sterling area. 


An Empirical Device 


should never be forgotten that the sterling area was not a new inter- 
national organization, with a constitution setting out the rights and obliga- 
tions of its members, but only an empirical method of turning to immediate 
advantage for the prosecution of the war a host of business and financial 
relationships with their roots in history. To this day it is perhaps easier to see 
what it is not than what it is. It is not identical with the Commonwealth: 


m— em He A ee UDO SHhUhFHDlUCtlUCUDlOCO 
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Hong Kong was excluded at the start and Canada (with Newfoundland) has 
always been outside—not by exclusion nor by refusal but because, by mutual 
agreement, the facts were against it. On the other hand, it has never been 
confined to the Commonwealth: Egypt was included for a while, and the 
membership now includes such variety as Burma, Iceland and Iraq. Although 
based on the world-wide use of sterling before the war, a country can make 
extensive use of sterling for international payments without being a member: 
the Scandinavian countries are examples, which would have been ranked 
within the sterling b/oc before the war. To belong to the sterling area imposes 
no formal limit on monetary sovereignty: a member is free to impose ex- 
change controls that cover dealings with other members—as witness 
Australia—and, if otherwise qualified, to join the International Monetary 
Fund with full independence. 

Clearly we have here a most peculiar arrangement, unique among political 
and economic groupings; and it is not surprising that it has given rise to 
misunderstanding. Admitting that it may have served its war-time purpose 
well, why has it survived the emergency that gave it birth? The answer must 
lie in what it is—a practical measure that provides a large area with freedom 
to trade, to travel and to invest, not complete but far greater than could be 
achieved by its constituent parts acting independently. That this should be so 
is a reflection of the post-war position of the U.S. dollar: but the sterling area 
is not, as some Americans have seen it, a conspiracy against their currency. 
That it is something quite other than this can be seen froin its relationship to 
the European Payments Union, the position of sterling in the periodic settle- 
ments being determined by the trade of the other European members, not 
with the United Kingdom alone but with the sterling area. The scarcity of 
dollars, which is not confined to the sterling area, has, however, given a new 
urgency to the problem of reserves. 

The gold and foreign-currency reserves of the United Kingdom were 
always at the disposal of those who held sterling, whether resident in the 
country or not; but they are now thought of as the “central reserve” or 
“dollar pool” of the sterling area, although no new pooling arrangement has 
been introduced and individual members (apart from the special case of 
South Africa) hold some gold or dollars on their own account. The autonomy 
of the members in their exchange and trade controls means that each settles 
for himself the terms on which he has access to these reserves. The United 
Kingdom does not refuse to honour a demand to buy dollars for sterling, if 
made for a purpose approved by a control anywhere in the sterling area. 
Throughout the period the reserves have been insufficient to permit such 
demands to be unrestricted; and at the present moment, as in 1947 and 1949, 
a concerted attempt to relieve the strain on the reserves is again being made. 


No Salvation in Negatives 


ERE the sterling area only to spring into life every other year in order 
to co-operate in imposing further restrictions upon dollar expenditure, 
its critics would find themselves justified and its life would be nearing its 
end. An association with purely negative purposes cannot survive unless it 
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passes to the offensive; and in recognizing this the Finance Ministers cor- 
rectly interpret the popular resistances that would be built up against a purely 
defensive mechanism. Two developments strengthen this point of view. 
First, the international exchange problem is no longer seen as a problem of 
“hard” and “soft” currencies, the “hard” group comprising the U.S. dollar 
and its associates, with a few specialities such as the Swiss and Belgian francs. 
While the U.S. and Canadian dollars remain the core of the problem, the 
current deficit of the sterling area extends over a wider field, as is most clearly 
seen in the European Payments Union in which the United Kingdom (as re- 
presenting the sterling area) has now reached a deficit in relation to its quota 
requiring 80 per cent settlement in gold. 

Secondly, a more sober view is now taken of the possible rate of economic 
development in the light of the available supply not only of capital but of the 
technical and administrative experience that is required to introduce it effec- 
tively. On the other hand, the dangers of internal inflation associated with 
rapid internal development are now a common experience. The recent con- 
ference is, therefore, noteworthy in laying emphasis to quite a new extent 
upon the need “‘for every country in the area strenuously to endeavour to live 
within the means which are, or can be, made available to it. . . . It was also 
agreed that, where any country in the sterling area was likely to be in overall 
deficit, corrective measures should be taken as soon as possible, in order to 
relieve the current pressure on the resources of the area”. The corrective 
aspects of the action to be taken are thus related more to the soundness of 
each internal economy than ever before, and less to the narrower problem 
of imports from particular sources. 

The philosophy expressed in the old proverb, “Let every tub stand upon 
his own bottom”, is not necessarily positive in its implications for policy: 
but it must not be thought that the Finance Ministers despair of co-operation 
and reject development. They accept the sterling area as a convenient and 
inexpensive mechanism for countries to use whose own economies are kept in 
sailing trim; and recognize that its mechanism will not continue to function in 
the long run unless the countries in it order their affairs with the prudence that 
self-interest indeed requires. But they are also anxious to see within the ster- 
ling area as such a coherent policy for development, resulting in “‘the maxi- 
mum possible expansion of earning power”. An examination is to be made 
forthwith of “the opportunities for an early increase in the productive power 
of member countries and of the possibilities of matching available financial 
and technical resources with the enterprises most likely to achieve that pur- 
pose”’. 

With this objective no one will wish to quarrel, particularly since it is 
expressed in terms not so much of the development of secondary industries 
as of meeting the inevitably growing world demand for food and raw 
materials : but it clearly raises difficulties which must be frankly faced unless 
disappointment is to ensue. In the countries most in need of development 
external resources will be required: but if they are used to enlarge the food- 
supply and the increase is added to domestic consumption, the development 
will not of itself produce a return out of which the external resources can 
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be remunerated. It will only be self-financing to the extent that it reduces 
dependence upon imports or provides a surplus for sale on world markets. 
The conference remarks that the production of essential raw materials would 
be greatly encouraged by regularity in purchases of such materials by 
countries outside the area, no doubt with an eye on the vagaries of recent 
U.S. buying : but such regularity is required not merely of outside purchasers. 
It is to be hoped that this will not be interpreted as a desire for valorization 
schemes that eventually collapse under their own weight. 


Conservation of Resources 


N general terms, perhaps the most hopeful approach would be to seek to 

stabilize the yield of resources that are already engaged. As recent experi- 
ence in India—and in Tanganyika—has shown, what is needed is not the 
breaking of virgin areas but conservation of resources, particularly water, in 
areas already settled. A crop failure results in a demand for imports that 
cannot be forgone or postponed. Conservation requires capital; and in 
countries where such savings as are made are not rendered available through 
a capital market, the main local sources are budget surpluses and the net 
earnings of government undertakings. The supply from outside has in fact 
come predominantly from the United Kingdom, but the London market is 
now incapable of absorbing oversea securities on anything like a sufficient 
scale. Investment from outside the sterling area is, therefore, to be welcomed: 
but in any quantity this would entail reliance upon the United States. It is 
not, however, to be expected, on recent experience, that the New York 
market will be able or willing to fill the need; and in their invitation to 
capital from outside the area the Finance Ministers presumably have in mind 
such institutions as the Export-Import Bank and the International Bank for 
Reconstruction and Development. It is not to belittle the work which these 
have done to point out that their activities again are limited by the funds 
they can procure, the former out of public moneys, the latter by floating its 
own issues on the capital markets of the U.S.A. and elsewhere. 

Bearing in mind their commitments outside the sterling area, international 
institutions cannot be expected to contribute a large proportion of the annual 
total that could be productively used. In so far as the bulk of their funds 
is raised in the United States they could, however, perform a most useful 
function in financing that part of a development programme which required 
expenditure in North America. The balance would then need to be found from 
sterling-area sources: and this leads to the question whether what is avail- 
able is already being mobilized to the best advantage. The examination that 
has been set on foot might well include in its subject-matter the possibility 
of deploying with greater co-ordination the resources that are already avail- 
able in sterling. 

Mention of the word co-ordination, however, implies opportunities, if 
not powers, to encourage and to restrain. The more a positive colour is given 
to sterling-area policy the more necessary is it to be clear by whom that 
policy can be decided and how far it can be enforced. It has already been 
shown that the sterling area remains an informal association, its statutory 
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framework being limited to local exchange-control measures planned on 
similar lines and to local currency provisions for maintaining parity with 
sterling. To impose a constitution on this informal association would re- 
quire a central management, giving decisions that could only be enforced by 
an intolerable interference with sovereignty in the domestic affairs of member 
countries. 


The Example of E.P.U. 


ie is true that in the European Payments Union a novel experiment has 
been made, imposing a new constitutional framework upon monetary 
systems that remain under the control of their respective States; and some 
people have seen in this a precedent for some form of Sterling Payments 
Union. There is, however, little similarity between an organization for the 
periodic settlement of trading surpluses and deficits, fortified by the injec- 
tion of reserves under the European Recovery Programme, and the sterling 
area, in which settlements are made currently in the money of one of its 
members. To point to the strains under which the European Payments 
Union is labouring is not to seek to minimize what it has achieved in a period 
of less than two years. What is in point is that it was not found possible to 
lay down in advance a clear-cut method of dealing with extreme positions, 
of debtor or creditor, in the Union. The Management Committee can 
examine and recommend; it has achieved a position of considerable influence 
and goodwill; but in the last resort decisions depend upon what the country 
concerned can be induced to accept, a compromise solution depending upon 
domestic factors in the member countries. 

In this vital respect then the European Payments Union does not represent 
a material advance upon the sterling area, with its less formal but no less 
real dependence upon give and take. As has been pointed out, the sterling area 
is not identical with the Commonwealth; but the most important members 
of the former are members of the latter, and no anomaly is felt in letting the 
highest consultative body be a conference of Commonwealth Finance 
Ministers. The questions that may arise have implications for the Common- 
wealth that are wider than the purely financial; and needless to say the dis- 
cussions can only gain by the presence of representatives of Canada. Other 
members of the sterling area can be called into consultation in so far as it 
may be necessary without any appearance of dictation by the major parties. 

But, it may be said, Finance Ministers find it very difficult to get away: is 
there not a need from time to time for meetings of plenipotentiaries more 
frequent or more prolonged than they can manage to attend? This would 
call for representation of ministerial status in London, which is not without 
precedent; but committees of Ministers could not usurp, as they might be 
inevitably called upon to do, some of the functions of their own Cabinets 


at home. This has in fact been the limitation of the standing machinery that | 


now exists, in the form of committees sitting in London and manned from 


Whitehall and the High Commissioners’ Offices. They have done useful work | 


in the way of exchange of information; but civil servants cannot take the 


place of Ministers and discuss the domestic policies of their masters, even 
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without commitment. The word “plenipotentiaries” was in fact ill chosen: 
the sterling area hangs together partly because there is not even the appear- 
ance of a transference to London of powers that are properly exercised 
locally. Incidentally the resulting informality makes it easier to retain 
Canada in the full circle of discussion, a point sometimes neglected by those 
who are too ready to overlook the real nature of the sterling area. The 
Finance Ministers are, therefore, correct in reaffirming “the need for fre- 
quent and comprehensive consultation between Governments within the 
Commonwealth on the problems of the sterling area” and in not seeking to 
go farther. 

There remains a heavy responsibility upon the United Kingdom. The 
recent conference has finally established that it is not for her to summon her 
partners and tell them what they must do. Nevertheless, sterling remains all 
along the domestic currency of the United Kingdom; it has a place in the 
world outside the sterling area; and inevitably the initiative for action must 
largely rest upon her shoulders. The action necessary at this juncture is in 
fact domestic and, as such, this is not the occasion for discussing it in detail. 
But it must be repeated that sterling acquired its international position be- 
cause it was so useful; and this cannot be retained if it becomes not worth 
having. The era of unchallenged leadership and unparalleled markets is 
over; the supply of capital for oversea investment is unlikely to return to its 
old dimensions; and to maintain the value of sterling now requires a con- 
scious effort. This is not a matter of “‘unrequited exports” (a misleading, if 
not mischievous, phrase) but of attention to costs of production, for home 
and export markets alike. While exports to the dollar countries retain their 
formal priority, a new significance is rightly given to exports to the sterling 
area. 


The Ultimate Objective 


ies conclusion something must be said of the ultimate objective put forward 
by the Finance Ministers. They have eschewed reliance on only negative 
measures such as selective import cuts, encouraged every member to balance 
his own affairs, emphasized the need for expansion of earning power; but 
“‘while steps are being taken to overcome the immediate problems of the 
sterling area and to accelerate its development, we agree that its recovery 
will not be complete until the conditions have been created in which sterling 
can become and remain convertible”. These are brave words in the present 
state of the central reserves, but they embody a correct view of the funda- 
mental status of the sterling area. It is not an alternative to freedom of ex- 
change between currencies, and particularly between the key currencies of 
the pound sterling and the U.S. dollar. Nor is it an interim measure, to be 
abandoned when convertibility is attainable. The sterling area is seen to be 
most useful when, on a short-sighted view, it might appear to be least 
necessary. 

There can be no question of settling a time-table for the progressive steps 
whereby convertibility is to be achieved. Once the external payments and 
receipts of the sterling area have been brought into balance, the problem 





112 THE STERLING AREA 


remains of the adequacy of reserves, against all oversea holdings of sterling 
and not merely those of the sterling area. There will be the greatest reluc- 
tance to incur risks similar to those of the premature convertibility of 1947: 
and it is fair to call, as do the Finance Ministers, upon “‘the active co-opera- 
tion of other countries, notably those countries which are consistently in 
surplus with the rest of the world”. This remark is no doubt aimed par- 
ticularly at the United States: but no attempt has been made, in this year of 
a presidential election, to indicate the terms and conditions upon which 
“those countries that are consistently in surplus” will be expected to come 
in. Evidently the development of private trade and investment is more to be 
desired than further governmental intervention, although this may be neces- 
sitated by the scale of the problem. This is not the time to talk of converti- 
bility credits on the analogy of the stabilization credits of the inter-war 
years. At this stage self-help is the order of the day; and the Finance Ministers 
have departed to grapple each with his domestic problem, not unmindful 
of the fact that he who seems most ready to save himself by his own exer- 
tions is often the one to whom helping hands are most readily extended. 
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THE EGYPTIAN IMBROGLIO 


NATIONALISM AND SECURITY IN THE MIDDLE 
EAST 


HE stresses and strains of the war caused violent ferments of public 

opinion to emerge in almost every country when peace came. In Britain 
there was a revulsion of feeling against the Government which had finally 
achieved victory and a sharp swing to the Left parties with their promises of 
social betterment: and similar movements took place in many European 
countries. In Asia and the Middle East there was a strong wave of nationalism, 
often accompanied by xenophobia. Despite the ultimate defeat of the Japanese, 
their propaganda against colonial imperialism, and still more their resound- 
ing victories during the earlier stages of the conflict, had gone far to destroy 
the prestige of the white man in the countries they overran. In the Middle 
East, which had been preserved by the Allies from the worst ravages of war, 
and particularly by the British Empire forces, there was little gratitude and 
much resentment against the occupying armies. It has to be remembered 
that any occupation by a foreign military force, however friendly and indeed 
beneficent their intentions, involves constant interferences with the normal 
way of life of the occupied people, and under the pressure of war needs the 
military authorities in the Middle East were not disposed to deal too tenderly 
with the susceptibilities of the local population, even if they understood them 
at all. 

Thus it came about that while during the war our military effort had the 
willing support of the great bulk of the Egyptian people, as soon as the war 
was over the presence of our troops came to be criticized and, in course of 
time, violently attacked as an infringement of national independence. It was 
unfortunate that, for years after the victory at Alamein, many of the principal 
hotels and buildings in the centre of Cairo and Alexandria continued to be 
occupied by the inflated staffs maintained there, thus forcing the presence of 
our troops in the two capitals on the notice of everybody. Had the troops 
been withdrawn when the tide of battle rolled westward, or at any rate soon 
after the armistice, a good deal of the subsequent agitation might have been 
avoided. When the evacuation of these cities eventually took place in 1947, 
it was too late to be regarded as a friendly gesture and merely fed the flames 
of nationalism as a success won by agitation. 


Treaty Revision 


1; has to be borne in mind that the treaty of 1936, which is the legal basis 
for our occupation of the Canal Zone, provided that “the British military 
occupation” of Egypt was to be ended, but that after the evacuation of Cairo 
and Alexandria Britain should have the right to station troops “temporarily” 
in a special zone “with a view to ensuring, in co-operation with the Egyptian 
forces, the defence of the Canal”’. This treaty, which at the time was accepted 
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with enthusiasm by all parties in Egypt, and regarded as a personal triumph 
by Nahas Pasha, who led the Egyptian delegation, was negotiated under the 
shadow of Mussolini’s invasion of Ethiopia, and provided, in great detail, 
for the obligations to be undertaken by both parties in time of war. It was, 
in fact, a pact prepared in view of the possibility of war with the Axis Powers, 
and as soon as that war was ended the Egyptians considered that the treaty 
had fulfilled its purpose and that it should now be revised. As early as 
December 1945 the Egyptian Government, under Nokrashy Pasha, asked the 
British Government to enter into fresh negotiations to remove the remaining 
“restrictions on Egyptian independence”. The British reply expressed 
willingness to review matters in Egypt “in the light of mutual experience 
and with due regard to the provisions of the United Nations Charter”. This 
reply was unfavourably received in Egypt: rioting broke out in Cairo and 
Alexandria, and Nokrashy Pasha resigned in February 1946. Ismail Sidky 
Pasha, who succeeded him, took the question up vigorously and a British 
delegation was sent out to Egypt in May 1946. Two days before their arrival 
in Egypt they issued a statement which included, inser alia, a reaffirmation of 
the British intention to withdraw the British forces of occupation from 
Egypt. The negotiations dragged on until the autumn, but in November 
1946 Sidky Pasha visited London and drew up an agreed text with Mr. 
Bevin. Its main provisions were (1) that all British forces should be with- 
drawn from Cairo, Alexandria and the Delta by March 31, 1947, and that the 
final evacuation of Egyptian territory should be completed by September 
1949; (2) that there should be joint co-operation and co-ordination of mutual 
defence in case of war or threat of war and that an Advisory Board of 
Defence should be set up to recommend action when required; and (3) that 
the Sudan “‘within the framework of the unity of Egypt and the Sudan, under 
the common Crown of Egypt” should continue to be administered under 
the condominium conventions in the interest of the Sudanese, with a view 
to “their active preparation for self-government and, consequently, for the 
exercise of their right to choose the future status of the Sudan”, Unfortu- 
nately the agreement came to nothing. On Sidky’s return to Egypt it was 
stated that the British Government had accepted the unity of Egypt and the 
Sudan. This interpretation was officially denied by Mr. Bevin. On this rock, 
ostensibly, the whole negotiation foundered. In fact it was probably the 
occasion rather than the cause. Sidky had many enemies in the other parties 
and they were determined that he should not gain the credit of settling the 
outstanding questions with Britain. No doubt they thought that the negotia- | 
tions could be resumed by a more popular Government, but, as it turned out, 
the chance of a reasonable settlement was lost; and Egyptian nationalist | 
demands became more and more crystallized into the slogan “evacuation of 
the Nile Valley and unity of Egypt and the Sudan”. 

Nokrashy Pasha, who succeeded Sidky, brought these demands before the | 
Security Council of the United Nations in August 1947; but no decision was | 
taken by the Council and the two parties were urged to continue negotiations. | 
In fact, though there continued to be some agitation in the press, and each | 
successive Egyptian Government put in the forefront of its programme the | 
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satisfaction of the national demands for evacuation and the unity of the Nile 
Valley, negotiations were not actively resumed during the next two years. 
The question was overshadowed by the Palestine campaign, during which the 
Egyptian Army had good reason to be thankful for the presence of the 
British forces in the Canal Zone. 

With the advent of the Wafd Government, led again by Nahas Pasha, in 
1950, and the development of rearmament plans by the Atlantic Treaty 
Powers, negotiations were again resumed, and in December 1950 the 
Egyptian Foreign Minister, Saleh-ed-Din Pasha, had a series of abortive 
discussions with Mr. Bevin. The Egyptian Minister suggested that the 
alliance between the two countries might be renewed on the basis that the 
British Army should evacuate the Canal Zone within a year; that meanwhile 
the Egyptian Army should be strengthened so as to assume responsibility 
for defending the Canal; but that in the event of war the British troops could 
return. Mr. Bevin pointed out that the period of one year was inadequate, 
but promised to study these suggestions. Meanwhile he asked for an as- 
surance that Egypt would not denounce the 1936 Treaty. The Egyptian 
Minister refused to give such an assurance and pointed out that the possi- 
bility had been mentioned in the Speech from the Throne in Cairo on 
November 16. The discussions were then adjourned, but in April 1951 the 
British Government put forward proposals for a revision of the Treaty of 
Alliance on the basis that the evacuation of the British forces should begin 
within one year of the conclusion of a new agreement and be completed in 
1956, and that a base should be maintained by Egyptian forces under an 
Anglo-Egyptian Control Board and a co-ordinated air defence system built 
up; and that the British forces could return “in the event of war, imminent 
menace of war or apprehended international emergency”. The Egyptian 
Government rejected these proposals é# fofo a fortnight later. Saleh-ed-Din 
Pasha was equally categorical in rejecting proposals for a settlement of the 
Sudan question on the basis of a joint Anglo-Egyptian Sudanese Com- 
mission to work out a scheme of self-government, and made it clear that the 
Egyptian Government insisted on the union of the Sudan with Egypt, under 
a system which would ensure to Egypt control of the Sudanese key depart- 
ments of defence, finance and foreign affairs. 


Repercussions of the Quarrel with Israel 


HILE these discussions were taking place, the controversy between 

the two countries about the evacuation of the Canal Zone had been 
exacerbated by two secondary incidents. When the armistice had been 
arranged between the Arab States and Israel the Egyptian Government, 
together with the other countries of the Arab League, announced their 
intention of maintaining an embargo against the supply to Israel of any war 
material, including oil. In pursuance of this policy Iraq had shut down the 
pipe-line which fed the oil refinery at Haifa: and Egypt prevented tankers 
from going through the Suez Canal to Haifa. In so far as a state of war still 
legally existed between the Arab States and Israel, Egypt had an arguable 

I 
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case for exercising this right, under a clause of the Suez Canal Convention 
relating to the defence of Egypt in time of war. Numerous protests were 
presented, however, by Britain and other maritime States on the subject, 
with the support of the U.N. Conciliator in Palestine, and when these were 
unavailing the question was brought before the Security Council, which 
eventually, without pronouncing on the legal issue, recommended that the 
embargo should be withdrawn as “inconsistent with the objectives of the 
armistice”. While the question was still pending, the leaders of the Opposi- 
tion in the House of Commons, in a discussion of the latest Anglo-Egyptian 
financial agreement, staged a violent attack on Egypt and pressed the British 
Government to ensure the passage of tankers to Haifa, if necessary by force. 
Nothing could have been more calculated to embitter feelings in Egypt, and 
indeed in all the Arab States, which at once declared their full support of 
Egypt on this question. The United Nations Organization had on several 
previous occasions recommended the Israelite Government to allow to 
return to their homes, or alternatively to compensate, the thousands of 
Arabs who had been expelled from Palestine and stripped of their posses- 
sions ; but neither Great Britain nor America had done anything to secure the 
execution of this recommendation for these unhappy refugees, who are 
living under conditions of acute misery. In these circumstances, to suggest 
that a recommendation of the United Nations Organization should be 
enforced in favour of the Jews, while nothing was to be done to enforce a 
recommendation in favour of their victims, was not likely to be acceptable 
to the Arabs. Though the British Government did not accept the proposal 
that tankers to Haifa should be convoyed through the Canal, they associated 
themselves with the denunciation of Egyptian policy, and this discussion in 
the House of Commons created much resentment in Egypt. Another episode 
too helped to inflame feeling. On the ground that the rearmament drive 
required the retention of all British production for their own requirements, 
the British Government prohibited the export to Egypt of modern tanks and 
planes for which contracts had been placed by the Egyptian Government. 
This decision—which was also taken by the Labour Government under 
pressure from the Opposition—was represented in Egypt as evidence that 
the British Government were not anxious to see the Egyptian defences 
strengthened against the eventuality of further attack by Israel. 


Denunciation of the Treaty 


O further official negotiations about the Canal took place during the 

summer of 1951, but on August 6 the Egyptian Minister of Foreign 
Affairs suddenly informed his Parliament that the negotiations were closed 
and attempted to put the blame on the British Government. This statement 
naturally excited fresh demands for the denunciation of the treaty, but the 
Minister did not accede to them immediately. However, early in October 
the Egyptian Government were informed that new proposals were being 
worked out to replace the British forces in the Canal Zone by an Allied 
Command and that it was hoped these proposals would be presented on 
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October 10. On October 8 the Egyptian Minister of Foreign Affairs announced 
to Parliament the Government’s intention of abrogating the treaty of 1936 
and the condominium conventions relating to the Sudan. These proposals 
were embodied in four laws which were adopted by the Egyptian Parliament 
by acclamation. The new project for a joint Allied Command was presented 
by the British, American, French and Turkish Ambassadors on October 13, 
but it was rejected out of hand by the Egyptian Government two days later. 
Finally, on October 27 the Egyptian Minister of Foreign Affairs transmitted 
copies of the legislation passed by the Egyptian Parliament and demanded 
the immediate evacuation of the Canal Zone and of the Sudan. The British 
Government replied on November 6, pointing out that the treaty of 1936 
did not provide for unilateral denunciation and although they were willing, 
as always, to discuss its revision, they regarded the treaty and condominium 
agreements as still in force and intended “fully to maintain their rights under 
these instruments”’. 

Why the Foreign Minister, after showing patience for so long, should 
suddenly have shut and banged the door to negotiations and precipitated a 
crisis is not clear. He is an obstinate and inexperienced lawyer, with no great 
position in the country or in the party and, therefore, all the more anxious 
to win the plaudits of the populace. He knew that new proposals for a joint 
defence plan were being elaborated by the British and Americans with France 
and Turkey and that their proposals would be presented in a few days. He 
probably thought that he could best avoid discussing such a plan by present- 
ing the four Powers with a fait accompli. He may have been impressed by the 


pliant manner in which the British Government had accepted their diplo- 
matic defeat at the hands of Mr. Mossadeq. But it is believed in Cairo that 
the Wafd Government decided on this stroke to avert further attention 
from an unsavoury internal scandal. All these points may have contributed 
to the decision. 


Bloodshed on the Canal 


NCE the die was cast, events moved fast. Incidents, accompanied by 

bloodshed, began almost immediately in the Canal Zone. These seem at 
first to have been mainly due to the indiscipline of the Egyptian auxiliary 
police, but the Cairo authorities proceeded to pour out propaganda stories 
of British atrocities; terrorists were organized to attack Egyptians working 
for the British Army and guerrilla bands to attack British soldiers and instal- 
lations. The British troops were ordered to defend themselves if attacked; 
but the native towns in the area were put out of bounds, and to avoid 
incidents a road was cut through to a water-filtration plant at Suez, involving 
the demolition of a substantial village. The owners were promised compensa- 
tion, but the operation was carried through at very short notice and without 
due consideration of the political effects. The demolition of these houses was 
denounced by Cairo as another Lidice and the Government announced that 
they would permit civilians to carry arms and would take over (perhaps for 
their own protection) the training of the “liberation army” volunteers. The 
British Command announced that they would treat civilians carrying arms in 
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the Zone as enemies and detain those who were taken. The Egyptian Govern- 
ment then announced that collaboration with the British forces would be 
made illegal and recalled their Ambassador in London, who has merited well 
of both parties for his untiring efforts to reconcile the diametrically opposed 
stand-points. Thus each incident that occurs provokes a retort from the other 
side, which makes the situation worse, the tension grows and a peaceful 
solution becomes all the time more difficult to arrange. 

The clash of forces came to a head on January 25, with the operation under- 
taken by the British Command to round up the auxiliary police in Ismailia, 
which unfortunately led to what can only be described as a massacre, owing 
to the obstinate refusal of the police chiefs to authorize a surrender. This was 
followed the next day by a fanatical outbreak of mob violence in Cairo, which 
involved the death of a number of British subjects and the destruction of 
many important buildings in the city—including not only British properties 
such as the British Institute, the Turf Club and Barclays Bank, but various 
hotels, cinemas and shops which were associated in one way or another with 
foreign interests. The fire-raising gangs were apparently well organized 
under the leadership perhaps of Communists, perhaps of adherents of the 
Muslim Brotherhood, and for most of the day the business centre of Cairo 
was in the hands of a semi-revolutionary mob, which the police were either 
unwilling or unable to control. 


Dismissal of the Wafd 
HESE grave excesses had at least one fortunate result. They gave the King 


the opportunity to dismiss Nahas on the ground that he had failed to 
maintain public security. The King has played his part in recent weeks not un- 
skilfully. He is believed to have been from the outset opposed to Nahas’s 
extreme policy, and the appointment as his advisers of two wise statesmen— 
Hafiz Afifi Pasha and Abdul Fattah Amr Pasha—both of whom have been 
ambassadors in London, confirmed this belief. Indeed, these appointments 
seemed a definite affront to Nahas, which in normal circumstances would 
have led to his resignation. But Nahas did not offer to resign and it was diffi- 
cult for the King to dismiss him while he was preaching a Holy War to a 
Parliament of dancing dervishes. The King’s position, in any case, was not too 
strong with Nahas. When the Wafd came into power, trouble was expected 
between the new Government and the Palace. Certainly, at that time Nahas 
would have been able to obtain much popular support if he had insisted on 
limiting the royal prerogatives. Nothing of the kind took place. Instead, a 
pact was made between the Government and the Palace on the basis of mutual 
support in jobbery and corruption. During the last summer relations became 
more strained : it is said that Nahas went too far and the King intervened and 
compelled him to disgorge some misappropriated lands. Supposing this to 
be true, Nahas, if threatened with dismissal while he had popular opinion 
behind him, might have tried to turn the tables by rallying all the dissidents 
against the King on the ground that he was a tool of the British. In that 
event, the King would have had to fall back on the support of the army, 
which has been playing an enigmatic part in the present controversy. They 
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have maintained cool but correct relations with the British army, on whose 
goodwill, of course, the Egyptian forces in Gaza and Sinai depend. Most 
of the younger army officers are keen and honest: many have been trained 
with British troops and have a sincere admiration for them. But, as patriotic 
soldiers, they cannot be indifferent to the national claims; and if there was 
so be a showdown it was necessary to find a ground for dismissing Nahas 
which would not appear a repudiation of these claims. The disastrous 
riots in Cairo, by opening the eyes of all thinking Egyptians to the dangers of 
the situation, enabled the King to act, with the full support of the army. 
He first approved a decree imposing martial law—thus transferring control 
from the civil authorities to the army—and immediately afterwards dismissed 
Nahas and appointed Aly Maher Pasha in his place. 

No one could accuse Aly Maher Pasha of being particularly pro-British. 
Not to go back to earlier days, he was arrested for security reasons in 1942 
and not released until 1944. But he is an astute and experienced Minister, 
who has kept aloof from public affairs since the war and who has, therefore, 
no personal commitments in the present controversy. He has appointed 
a non-party cabinet, including a number of independents with good records, 
to carry on the administration. He obtained the promise of support from 
Parliament by announcing his intention of pursuing Egyptian national 
aspirations but at the same time maintaining law and order. He has also— 
in accordance with Egyptian tradition—tried to constitute a National Commit- 
tee of elder statesmen, drawn from all parties, but the Wafd have apparently 
refused to co-operate. The press censorship has been relaxed, and it is re- 
ported that the Cairo newspapers have ceased to publish exaggerated or in- 
vented stories of British atrocities and is giving publicity to the constructive 
aspect of British policy and that of the Western Powers generally. The way is 
therefore being opened for fresh negotiations, which Mr. Eden has declared 
his willingness to undertake. 

But much remains to be done before any settlement can be reached. The 
British Government may feel bound to insist that the legislation passed by 
the Nahas Government denouncing the treaty of 1936 must be abrogated 
before negotiations can be resumed. Even in Egypt, it will be difficult to 
arrange this with any parliamentary Government. And there remains the 
fundamental divergence between the declared policies of the two Govern- 
ments in regard to the maintenance of a base in the Canal Zone. 

The present position in the Canal Zone is a tragic paradox. The Egyptian 
Army is not sufficiently strong or well equipped to defend Egypt against 
any serious attack, and the presence of the British force is a guarantee of 
Egypt’s frontiers which costs Egypt nothing. Further, the British Army pro- 
vides valuable support to the Egyptian economy by the purchase of supplies 
and by the employment it gives to thousands of local labourers: it is esti- 
mated that since the war Egypt has secured from this source some {20 
million a year which Britain can ill afford. Still less can Britain afford to 
maintain a large body of troops to defend Egypt when her man-power 
resources are strained by her commitments in Germany, Korea and Malaya. 
By all ordinary standards Egypt should be imploring Britain to retain her 
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forces in the Canal Zone and Britain should be insisting on withdrawing 
them to meet the many claims on their services elsewhere. But none of these 
considerations have weighed in Egypt against the clamour of national 


prestige, or in Britain against the feeling that our rights in the Canal Zone 
were being flouted. 


A Doubtful Strategic Resource 


HE British Government have an indisputable legal right to maintain 

their forces “temporarily” in the Canal Zone, at any rate until the expiry 
of the Treaty of Alliance in 1956. Their moral position is not so strong. One 
of the objectives which the United Nations have inherited from the League 
of Nations is to provide machinery for the revision of treaties which have 
become outmoded by events; and by the Bevin-Sidky proposals the British 
Government virtually recognized that the treaty of 1936 was out of date in 
1946. On the other hand, it may be said that the international situation has 
greatly deteriorated since 1946 and account has to be taken of the change. 
What is more important is the practical utility of the treaty in present cir- 
cumstances. The Suez Canal, in itself, was not of great value in the last war 
and, with the vastly greater efficiency of modern bomb attacks, it is likely 
to be even less serviceable in any future war. The importance of the Zone is 
that it provides a suitable base for the concentration of land and air forces, 
with good sea communications on either side and with an unlimited supply 
of local man-power available in a strategic key area. No other site in the 
Middle East fulfils these requirements, but they presuppose the willing co- 
operation of the local population; and if the population is not prepared to 
co-operate, and still worse if it is actively hostile, the base will be a liability 
rather than an advantage. In such a situation, considering also the vulnera- 
bility of the Canal to hostile air attack, the question might well be recon- 
sidered whether the site should not be moved farther south to East Africa, 
as was mooted shortly after the end of the war. But the British Government 
cannot afford to allow the Egyptian Government to denounce their engage- 
ments unilaterally in the high-handed and discourteous manner of their 
last note. 

The Egyptian contention is that in 1936 the occupation of the Suez 
Canal was accepted as a means of defending Egypt against the threats of 
attack by the Axis Powers, which had long displayed ambition to gain con- 
trol of the Middle East. But is there any reason to believe that an attack on 
Egypt would be of similar strategic interest to the U.S.S.R.? Naturally, if 
the British Army and Air Force had bases there, they might well attract 
Russian attentions: but if there were no such base, the Russian objective 
would be to gain control of the Persian Gulf and its oil supplies, through 
Iraq and Persia, and an attack on Egypt, with hundreds of miles of barren 
desert to traverse, would be a pointless diversion. Therefore, the Egyptians 
argue, provided we do not allow a base to be established on our territory, 
which might be used to support operations against Russia (whether it is a 
purely British base or an Atlantic Treaty base), there is no reason why we 
should be involved in the struggle between East and West; we could safely 
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maintain a policy of neutrality and enjoy peace with profit. The argument 
may not be a noble one, but other small countries—especially Eire— 
practised a precisely similar policy in the last war and they were not com- 
pelled to join in. So why should it be regarded as so disreputable for Egypt 
to take this line ? Moreover, the Egyptians go on, the fact that Britain and the 
U.S.A. have refused to supply armaments to Egypt shows that their real 
objective is not to strengthen the defences of Egypt—which, with adequate 
armaments, she could undertake herself—but to dominate her in the interests 
of their own imperialist ambitions and ideologies. Five years of negotiations 
have failed to produce any result. Egypt has, therefore, no alternative but to 
cut the knot by denouncing the treaty. 


Prestige and Propaganda 


a pe argument might be prolonged indefinitely; the immediate question 
is how the present impasse is to be got round. The British and Egyptian 
Governments have each declared their determination to pursue diametrically 
opposite policies, and the prestige of both countries is so deeply involved 
that any concession seems difficult, if not impossible, to make. The British 
Government has undoubtedly the power to maintain its forces on the Canal, 
if it so wishes, and it has the support of the United States, France and Turkey. 
But, as pointed out, the retention of the base is of little value without the 
willing co-operation of the Egyptian people; and it is therefore essential to 
find some means of stopping the present campaign of non-co-operation as 
well as that of active violence and sabotage. It is difficult for any foreigner 
to gauge whether the Egyptian people, as a whole, feel deeply against the 
British occupation. There are certainly vocal elements in the press and 
Parliament which ceaselessly protest against it as a violation of Egyptian 
independence; and the propaganda which has been poured out by the 
authorities in Cairo since the denunciation of the treaty, alleging against our 
troops all sorts of atrocities and acts of impiety, will have stirred up the 
turbulent and excitable elements always to be found in Egyptian towns. 
But there is also widespread discontent at the rapid increase in the cost of 
living brought on by the late Government’s policy : and the men who actually 
worked in the British camps, the cultivators who produced fruit and vege- 
tables for their needs and the shopkeepers whose best clients the troops were, 
had certainly no ill feeling against them. It has only been as a result of the 
terrorist campaign that they have withdrawn their co-operation; and they 
would probably welcome a complete change in the policy of their Govern- 
ment. 

Such a change would also be welcomed by the upper classes in Egypt. 
They know that Egypt is not capable of defending herself and cannot afford 
to rearm on a scale which would be effective. They realize that, in the world 
of today, weakness invites aggression; and they believe that, as between the 
East and the West, all Egypt’s interests lie in supporting the West. They 
are conscious of the economic losses which the present struggle is inflict- 
ing on the country and the political isolation which the Wafd Government’s 
policy has caused. They have been increasingly concerned at the extravagance 
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and corruption of Nahas’s régime, which they feel discredits their country. 
They were alarmed by his proposal to create an “‘army of liberation” and to 
allow any one to carry arms: they realized that such a measure would play in- 
to the hands of the Communists and criminals in their midst and that any 
weapons handed out would more probably be turned against the propertied 
classes in Egypt than against the British army. But few of them imagined that 
their fears would be realized so quickly and that their capital, of which they 
are so proud, should have been so nearly sacked by the mob. None of them 
had the courage openly to oppose Nahas’s policies, but they will certainly 
press the new Government to secure that the achievement of the national 
aims is subordinated to the necessity of maintaining public security. 

The masses of the people may, however, not be moved by these sentiments. 
The squalor in which they lead their lives should make them fertile soil for 
revolutionary agitators, but up to the present they have been politically 
apathetic. It may be that the success of the recent outbreak in Cairo will have 
woken them from their torpor and led to further, and better organized, 
attempts at revolution or at any rate at looting. There will not be any lack of 
hotheads among the students or other leaders of underground movements 
ready to incite them when opportunity offers. Aly Maher Pasha has shown 
courage in undertaking the administration at this moment. He will need all 
his political astuteness to exorcize the wild spirits which Nahas has summoned 
up from the depths. If he carries out his promise to punish rigorously those 
responsible for the Cairo outrages, he will have aligned against him the two 
most powerful organizations in Egypt—the Wafd Party and the Muslim 
Brotherhood. The Wafd Party has complete control of the present Parliament 
and even if there were to be a dissolution and fresh elections, the Wafd would 
probably come back with a majority. The Muslim Brotherhood is a more 
sinister organization, with fanatical cells. In the volcanic conditions prevail- 
ing in Egypt, a dissolution of Parliament or an attempt to govern without 
Parliament might well cause a fresh and greater explosion. It has to be re- 
membered that assassination is a commonplace of political argument in 
Egypt and that Aly Maher’s own brother, Ahmed Maher, was assassinated 
when Prime Minister, in the precincts of Parliament, after he had secured the 
declaration of war in 1945. 

The present stalemate can bring no advantage to either party and a decision, 
one way or the other, needs to be taken without delay. It would, no doubt, be 
easy for the British forces to occupy Cairo and force a settlement on their own 
terms; but—apart from other objections—such a step would involve heavy 
additional commitments in Egypt which no British Government will want 
to undertake, except as a last resort. Moreover, a settlement imposed in this 
way would have no guarantee of permanence and would not assure us the 
willing co-operation of the Egyptian population. Another possibility, which 
has been hinted at by General Erskine, is that the British army might stop the 
supply of oil from the Suez refineries to the Nile Valley. This oil is vital to 
Egypt’s communication system and its stoppage would soon create conditions 
of economic chaos in the Nile Valley. Up to now, such action has evidently 
been considered inadvisable. Presumably the hope is that the bankruptcy of 
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the present policy will gradually be realized by the Egyptian public and that 
a settlement can then be reached, acceptable to both parties. If that is our 
policy, we must do all we can to strengthen Aly Maher’s hands and at the 
same time to cement good relations with the Egyptian Army, which have 
lately become more strained. But it may well be that Aly Maher Pasha will 
not be able to formulate any proposals acceptable to his people which would 
meet the British requirements. In that case the ball will rest with the British 
Government and they will have to make up their minds how far they are 
prepared to go. 

The alternatives seem to depend on the question whether or not the base 
on the Suez Canal is vital to the defence of the Western world. If it is vital, 
and the Western Powers are determined to maintain it whatever the Egyptian 
Government say, the other Powers associated with us in the plan for a 
Middle East joint command should make their position clear by sending 
contingents to the Canal Zone. But we and they must then find means 
of convincing the Egyptians that the base is also essential for Egypt, 
and we should be prepared to organize the command in such a way as to 
satisfy, as far as possible, Egyptian national feelings. On the other hand, 
if the base is not vital to the Western Powers, then we should not be misled 
by indignation at the behaviour of the Egyptian Government, and we 
should be ready to negotiate the transfer of our installations to them, against 
suitable compensation, making it clear that thereafter Egypt would be left 
to stew in her own juice and need not expect us to come to her aid if she were 
attacked. Possibly some compromise can be devised, but the proposal attri- 
buted to Nuri Pasha that the British forces should evacuate Egypt and that the 


Western Powers should provide arms, equipment and financial support to 
the Arab League States has little to commend it, since there is no prospect 
that the Arab States would be able to build up an effective Defence Organiza- 
tion without military participation by the Western Powers. That is the crux 
of the question. 


Future of the Sudan 


HE controversy over the Canal Zone has put the Sudan question into 

the background. But it also is very complex and can be treated only very 
summarily here. The Egyptians have always claimed the sovereignty of the 
Sudan and, indeed, after the Mahdi insurrection it was reconquered in the 
name of the Khedive. King Fuad tried in 1922 to insist on his recognition as 
King of the Sudan as well as of Egypt, but the British Government refused. 
We claimed a share in its administration “by right of conquest” in 1899 and 
this claim was conceded in the Condominium Convention and endorsed 
by the treaty of 1936. In fact, the Egyptians do not like the Sudan and 
regard appointment to a post there as exile. The main interest of Egypt 
in the country is the protection of her rights in the Nile water, as provided 
for in the special convention of 1929; and the condominium arrangement is 
the best guarantee of these rights. Yet, as has been mentioned, the negotia- 
tions between Egypt and Great Britain in 1946 broke down on the question 
of sovereignty over the Sudan; and the unity of the Nile Valley, the recogni- 
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tion of King Farouk as King of Sudan as well as Egypt and the withdrawal | 
of British troops (and British administration) from the Sudan have become 
part and parcel of the Egyptian nationalist slogans. The legislation passed 
by the Egyptian Parliament has created great difficulties. Whatever the legal 
rights may be, the practical issue is clear. During the half-century which has 
passed since the reconquest of the Sudan, the country has been pacified and 
converted from a state of barbarism to one of peace and prosperity by a 
predominantly British administration, and it would be a crime to abandon 
this administration until a stable alternative government can be formed. 
Such a government could not be formed by Egypt: on more than one occa- 
sion, during the prolonged Anglo-Egyptian negotiations, rumours that 
Britain was prepared to hand the Sudan over to Egypt threatened to provoke 
serious trouble. The bulk of the Sudanese have neither respect nor liking for 
the Egyptians, and their objective is self-government. Considerable progress 
in that direction has been made during recent years: the Executive Council 
has now a Sudanese majority and the Legislative Assembly, assisted by the 
absence of the pro-Egyptian party, has shown itself reasonably competent. 
Unfortunately the legislation passed by the Egyptian Government has stopped 
the smooth evolution of Sudanese constitutional development. The Legisla- 
tive Assembly passed a resolution deploring the Egyptian action, and the 
Commission which was preparing the draft of the new Constitution had to 
be dissolved. All the parties seized on the Egyptian denunciation of the 
condominium agreement as a ground for claiming immediate self-govern- 
ment. The result is that self-government will have to be granted in the near 
future whether the country is ready for it or not. 

In the Northern and Eastern Provinces the population is divided between 
two rival sects—the orthodox Moslems led by El Mirghani and the followers 
of the Mahdi—and in the absence of a firm neutral government their anta- 
gonisms might easily produce a state of anarchy. But the Sudan is 1,600 
miles from north to south and over 1,000 miles from east to west and the 
vast areas in the west and south are inhabited by a variety of races, largely 
nomad or semi-nomad tribes or primitive Nilotic savages, who are, for the 
most part, not politically conscious. The Egyptian Government has spent 
a good deal of money on propaganda in favour of Egypt, but never won over | 
more than a small section of the town population, and they have lost even 
this measure of support by promulgating a constitution which reserves to 
Egypt the effective control of the country. The main recent developments 
have been the formation of a new “socialist republican” party, supported by | 
the tribal chiefs and some of the moderates from other parties, which would 
set up a republican régime but retain British civil servants, and the growing 
influence of the Communists in the federation of trade unions. The continual 
strikes which this body has organized, particularly in the railway services, | 
threaten to undermine the economic foundations of the country and will be | 
a serious trouble in store for any new administration. 

There is little doubt that, if the present system of government is to be | 
changed, it will have to be replaced by a purely Sudanese Government. How 
this can best be set up remains to be seen. The British administration is now — 
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engaged in working out a constitution, which is to be promulgated this 
year, and the main difficulty is to get any sort of agreement among the Sudan- 
ese. It is clearly impracticable to withdraw the present administration and hold 
a plebiscite as Salah-ed-Din Pasha has proposed, and Mr. Trygve Lie’s de- 
scription of this proposal as realisuc did more credit to his heart than to his 
head. The United Nations Organization cannot operate in a vacuum. For 
the time being the unity of the Nile valley will remain a talking-point for 
the Egyptian nationalists, but in the end it will be the Sudanese who will 
decide the issue. The best chance for the Egyptians is to let the Sudan obtain 
self-government, as promised, and then to use their powers of intrigue to 
secure satisfaction of their claims from the Sudanese Cabinet that takes over 
the administration of the country. The Egyptians are pastmasters in the art 
of fishing in troubled waters, and there is going to be plenty of troubled 
water around Khartoum in the next few years. 

Meanwhile the British Government will be strongly pressed to agree 
that the King of Egypt should be allowed to add the Sudan to his royal 
title. While this is advocated as a meaningless gesture, a similar claim put 
forward by King Fuad was, as already mentioned, rejected in 1932; and 
any concession made by the British Government on this point now would 
be regarded by the Sudanese as implying some degree of reality and might 
precipitate a crisis. The claim ought, therefore, to be left over to be 
discussed with a Sudanese Government, when such a government has 
been constituted. Unfortunately delay is inconvenient, for until an agree- 
ment has been reached, the major Powers will have to keep their present 


ambassadors in Cairo unchanged or to replace them by Chargés d’ Affaires. 





A RECONDITIONED JAPAN 


HER PLACE IN THE POST-WAR WORLD 


HE representatives of the seven Commonwealth Governments who 

signed the Peace Treaty with Japan at San Francisco on September 8 did 
so with degrees of enthusiasm varying according to national temperament and 
circumstance. But they had one common purpose, which was shared also by 
India who preferred to make independent arrangements, that of readmitting 
this nation to the society of free nations as an equal member. They have also 
a common interest in the nature and potentialities of their new international 
colleague. What is this Japan with whom we have made peace, what can she 
do for herself, the Commonwealth and the world? It is the purpose of this 
article to attempt to answer these questions. 

The treatment throughout must, perforce, be comparative. Japan’s past 
is, naturally, still a major ingredient of our knowledge of her and our thoughts 
about her. What, then, we are most eager to know now is how she has 
changed as the result of war, defeat and occupation. That comparison is the 
heart of the matter in any estimate of the effects, for the Commonwealth 
nations with interests in the Pacific, of the re-establishment of Japanese 
sovereignty. 

On December 8, 1941, Japan had a population of just over 73 millions 
and she controlled territory, directly or indirectly, amounting to 914,090°53 
square miles, in addition to extensive areas in north, central and south China. 
Today her population is nearly 85 millions and the territory under her 
control amounts to 146,947°64 square miles. These are basic indices of a 
grim story, but obviously they do not tell the whole or even the economic 
story. That Japan is worse off is incontestable; so are most of us, victors 
and vanquished alike. But she is certainly not so much worse off as the basic 
figures would suggest. There has certainly been a steady upbuilding of her 
industrial potential since 1947, the index for which in 1950 was 140 compared 
with the 1932-36 figures. Her exports in 1950 amounted to $1,250 million, 
and, although most of this advance is due to the Korean war boom, it is 
nevertheless substantial. Domestic food production has considerably in- 
creased, as indeed it had to do with Manchuria cut off, supplies from China 


diminishing to a trickle and lack of foreign exchange reducing considerably | 


the access to pre-war sources of supply in Korea, Formosa and south-east 
Asia. But this domestic increase is at once healthy and substantial. Japan 
proper produced 15 million tons of staple foodstuffs (of which 9-7 million 
tons were of rice) in 1950 as against 8-25 million tons of rice in 1941. 


It should be noted also that what wealth remains to Japan is much more | 
evenly distributed, thanks to the anti-trust legislation introduced under the | 
occupation. Where the levelling process has been most pronounced is in the 


ownership of land. The land reform legislation of 1946, in the drafting of 
which the Commonwealth Member of the Allied Council, Mr. MacMahon 
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Ball, played an important part, has virtually abolished the tenant farmer by 
turning him into a peasant proprietor. By this and other measures, including, 
of course, the taxation of capital, the great estates have been broken up. 

Economically, then, the new Japan is poorer, but more egalitarian than 
the old, while recovery has started on its way and is proceeding at a steady 
pace. To go about Japan today is in many ways an encouraging experience 
to one who knew 1941 and, above all, to one who knew 1946. In 1941 we had 
a civilian population increasingly clad in the “national suit” made of sufu 
(staple fibre), rationed as to certain foodstuffs and restaurant meals and 
increasingly deprived of consumer goods. Scarcity there certainly was, but 
the planned scarcity that produces stockpiles for war. In 1946 there was 
scarcity much more intense and much more real. Swf“ costumes and con- 
verted military uniforms covered the males and shabby kimono tops and 
mompei (the world’s ugliest member of the pantaloon family, a unique 
Japanese invention) covered the females as they wandered through ill-paved 
streets and empty shops. The daily business of getting just food and shelter 
absorbed the energies of vast masses of the urban population, and man 
occupational was separated from man indigenous by an economic gap much 
wider than any imposed by war memories or racial sentiment. 

Today the shops are piled high with essential—and many inessential— 
consumer goods. In the cities the restaurants are now adequately supplied 
and drive a flourishing business, while youth blossoms forth in sartorial 
exuberance unknown before the war but now sanctioned not only by the 
pocket but also by trans-Pacific precept and example. The economic gap 
between man occupational and man indigenous has been much reduced. 


End of a Mythology 


OLITICALLY there have been in many ways more startling changes since 
1941. Then, the descendant of the Sun Goddess sat upon the Imperial 
throne while generals, admirals, lieutenant-colonels and commanders quar- 
relled among themselves as to which and how many of each should rule in his 
name and give orders to terrorized or fanaticized politicians, the competent 
bureaucracy and the vast, highly organized industrial and commercial 
machine operated by the great combines, the so-called Zaibatsu. Meanwhile 
the ordinary people, rural or urban, worshipped the Divine Emperor as the 
living representative of a race-myth that sustained them in diligent, dis- 
ciplined and often heroic devotion to the service of Great Japan. Today, 
bereft by his own announcement of divine attributes and, by a combination 
of American insistence and economic circumstance, very much “constitu- 
tionalized”, politically, socially and sartorially, the Emperor sees power in 
| the hands of such politicians as have been able to commend themselves at 
once to a puzzled electorate and to an American General Headquarters 
indulgent enough as long as democratic folk-lore and the sanctity of pro- 
perty are respected. These men direct the activities of a less competent and 
more decentralized bureaucracy, the Zaibatsu have been broken up and their 
successors have little place in the chain of political command, while the 
ordinary people, rural and urban, present themselves with disciplined 





128 A RECONDITIONED JAPAN 


dutifulness at the increased number of elections which the gift of democracy 
has brought with it and feel a little lonely and déroutés without the com- 
forting political certainties of the former régime. 

Socially there have been changes too. In 1941 the social pyramid followed 
very much the contours of the political. The influence of the aristocracy as 
such, whether descendants of the feudal daimyo or of the Court nobility, had 
already much diminished and the military clique had imbibed and adapted 
much of the Nazi-Fascist ideology in its social connotations. To the extent 
that the militarists were the leaders of Japanese society, it was mainly in the 
sense that they re-emphasized the sterner disciplines of the family system and 
imposed them on the bureaucracy and big-business community who, parti- 
cularly the latter, might have been tempted to forget them under “the 
corrupting influence”, as it was then called, of occidental individualism. 
Among the ordinary people there was no great resistance to these re-em- 
phasized disciplines. Chu (loyalty to the Emperor) and Ko (filial piety) were 
accepted social doctrines; and while economically there was in pre-war 
Japan a proletariat, both urban and rural, socially there was no more of a 
proletariat than in England, although for completely different reasons. 
Class-consciousness did not exist, because the social structure was defined 
and accepted and the economic structure fairly elastic. 

Today the aristocracy has been formally abolished, as have the militarists. 
But the family system has also been abolished by statute and replaced by 
“the more natural system existing in Western countries”. Family ties have 
grown less close, the family disciplines have been relaxed. Women have been 
emancipated and enfranchised. 


A Vacuum in Leadership 


HESE are important changes indeed. Who the leaders of Japanese society 
are now, in either the general or particular sense, it is difficult to determine. 
They are certainly not either aristocrats or warriors in general; nor are they 
heads of families in particular. The scholars still retain their social prestige 
to a certain extent, although Nicholas Murray Butlers tend naturally to 
multiply in the democratized universities. The natural heir of eminence in 
such a society, the successful business man, has not yet developed sufficiently 
to make his mark. In the family it is a free-for-all except where memories 
of the past impose their own imperatives. 
The nature of political and social man is much more difficult to define in 
human terms than that of economic man. You can look at his meals, his 
house and his clothes and say they are better than they were and suit him 
fairly well, and you can then rely upon him to remain satisfied with them till | 
opportunity and salesmanship prompt him to seek their increase. But it is 
more difficult to say that of his political and social institutions, particularly 
when, as in the Japanese case, they are all so new and so many of them so | 


newly imported and imposed. Nobody can say with any certainty today | 


whether the Japanese really like the new political and social institutions | 


which have been given them. And this means that nobody can say whether | 
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those institutions will be retained or have as brief a post-occupation life as 
those of the Weimar Republic. 

There is much to be said in favour of retention. First of all, they are the 
conqueror’s institutions, and this is their greatest virtue to the pragmatic 
Japanese. The simple proposition that “the democracies won the war; 
therefore, there must be something in democracy” is undoubtedly the most 
telling advocacy of that great doctrine in the Japanese mind. Then, the new 
institutions have created certain vested interests, e.g. women, journalists, 
labour union leaders and local politicians, and some of these groups can be 
counted upon to fight lustily for their preservation. 

On the other hand, it must be remembered that there is nothing essen- 
tially new in Japan’s experience of the past ten years. Her defeat at the hands 
of the Western Powers in the eighteen-fifties was much less spectacular than 
her defeat in the nineteen-forties, but it was no less real. Her subsequent 
occupation by foreign troops was much less general and highly organized 
than that undertaken by General MacArthur, but it lasted much longer. 
Between the ’seventies and the turn of the century the adoption of Western 
institutions was quite as wholesale as during the MacArthur period, and it 
was much more spontaneous. Japan has westernized herself before; she has 
even democratized herself before to a certain extent. But the final result of 
that earlier, and in many ways more comprehensive, experiment was never- 
theless the Japan of 1941. This memory must always be an important factor 
in any estimate of the lasting effects of the past six years of high-powered 
salesmanship of democracy. 

But the Commonwealth nations with interests in the Pacific will do well 
to approach this estimate with a realism unclouded by vicarious political 
idealism. By and large, they would prefer to see Japan stay as democratized 
as may be, electing, debating, criticizing and counter-criticizing, with every 
Japanese conscious of the rights of man and of woman, expressing himself 
or herself with the utmost freedom and pursuing happiness with the help 
of as many motor-cars, libraries, radio and newspaper features, universities, 
publicity campaigns, symphony concerts, deep-freeze installations, art ex- 
hibitions, films and furbelows as he can pay for ; in short, practising and 
enjoying all the urbanities and inanities of modern Western civilization. 
They would prefer this because this would make Japan easier to live and 
deal with. But they will not be vastly surprised if it does not happen quite 
like that. Nor will they, or need they, be unduly worried if it does not. 


The Japan We Want 


Fo what we all want of Japan in the political sense is that she shall not 
again become a military menace. We should like her also not to want to do 
so; and for that reason we can be gratified by the democratic institutions that 
have been established and hope that they will last. But post-war Japan can 
no more be a menace by wanting to be than could pre-war Japan. Pre-war 
Japan was not the nuisance she was because she believed her Emperor was 
a god, or because fewer elections were held there than in the United States of 
America (although these facts helped her on her career of aggression), but 
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mainly because population pressure from within and raw material supplies 
from without permitted her to become so. It is for this reason that it seems 
important to remind readers that they need not be too much worried when 
the Japanese start being Japanese again. The really important desideratum 
is that they stay peaceful at that point. 

This brings us to what, in varying degrees, the Treaty-signing Common- 
wealth nations want of Japan. They want a peaceful Japan that is prepared 
for war, a Japan sufficiently rearmed to play a part, albeit a modest one, in 
resistance to Soviet aggression. Thus to define this desire is not to condemn 
it. But pursuit of the policy which this desire implies is obviously attended 
by risks. The path of wisdom lies in facing these risks and attempting to 
reduce them. 

Much has been done in the way of such reduction. The most important 
achievement in this regard is the American-Japanese Security Pact, which 


provides for the presence of U.N. troops on Japanese soil; this is an advan- | 
tage not only in terms of world strategy but also in those of guaranteeing _ 


the good behaviour of Japan. That pact has been much criticized, and with 
reason in some respects. The suggestion, for example, that American troops 
might be used in cases of civil disorder offers a propaganda point to the 


Soviets and a gratuitous affront to Japanese national sentiment, which will | 
obviously be exploited in the difficult days ahead. But when all this has been | 


said, the pact still represents some sort of guarantee of the essentials, general 
strategic strength, encouragement to limited Japanese co-operation and a 
brake on any undue exuberance in Japan’s remilitarization. 

The Pacific Security Pact, as between the United States and Australia and 
New Zealand, is another important step to reduce the risks in question. It 
guarantees the defence of two members of the Commonwealth against attack 
from the Near North or, for that matter, from the Far North and, as such, 
does much to alleviate Australian fears of a renascent Japan or of the more 
general dangers inherent in the whole world situation. 

For the rest, there are the restrictions which it is proposed to place on 


Japanese rearmament. These do not much affect the situation one way or the | 


other. Japan is constitutionally debarred from rearming at all, and it may be 


considered necessary to recall the American drafters of the Constitution in | 


order to draft the amendment permitting her to do so or supply the legal 
arguments necessary to prove that the Constitution does not mean what it 


says. But whichever way it is, the fact that the Allies have said in 1946 that | 


Japan ought never to rearm, and in 1951 that she should do so as soon 
as may be, will sensibly diminish the authority of any limitations on such 
rearmament which they may seek to prescribe. 


What will keep Japan from embarking upon a career of aggression in the | 
future are lack of inclination, based on the risks and costs involved, and lack | 
of opportunity, deriving from developments in the general situation and | 
determined action at the right time by the Allies and particularly the United | 
States. At the moment, admittedly, that lack of inclination exists as the result | 
of the grim lessons of the war itself, the effect of which has not yet worn off. | 
This lack of inclination is so strong that it produces fairly widespread opposi- | 
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tion to rearmament in any form and to any degree. Such opposition comes 
mostly from the Left, but it is by no means confined to the Left. The strength 
of pacificism, or more exactly “neutralism”, in Japanese thinking is today 
very considerable. 


Rearmament and the Military Tradition 


ik is open to doubt whether this will last. Already the National Police 
Reserve has been set up in the military formation of four infantry divisions 
with supporting artillery, engineers, signals and supply services. It is only 
75,000 strong, and its equipment and training are as yet totally inadequate 
for any military purpose. But it is developing apace and its Director General, 
Keichi Matsuhara, has just announced that its strength will be increased to 
150,000 after ratification of the Treaty and that the Government “should 
take steps to make its organization more autonomous”. 

C'est le premier pas qui coute. Rearmament, to however limited a degree, 
means the re-establishment of a military tradition and the encouragement 
of the exponents of that tradition. From then on, the development of the 
psychological pattern should be all too evident to those familiar with Japanese 
history from the Meiji era to 1941. Our hopes reside in the possibility of 
arresting that development at the point where it serves our interests but does 
not yet constitute a menace. Perhaps such hopes may not be futile. But that 
will surely be determined ultimately by the development of opportunity. 

The nature of that opportunity is the conscious preoccupation of but few 
Japanese. By and large, the people are concerned more with the dangers of 
involvement in the developing world conflict than with any political or 
other profit that they can draw from the situation; and they are more con- 
| cerned with the cost of living, the housing shortage and the prospects of 
recovery than with either. Again, there are substantial bodies of opinion 
which recognize the solid advantage of unequivocal alignment with the 
Western Allies and, particularly, the United States. As it has been aptly put, 
“We no longer require the Americans as overlords but we certainly require 
them as underwriters”. 

Japan is not pleased with the Treaty; no nation could be expected to be 
pleased with a document which puts the seal on her defeat and sends her 
teiritorially back to where she was sixty years ago. But it is fairly generally 
conceded that the Treaty represents pretty well the best that could have been 
expected in the circumstances. Active resentment, then, plays little, if any, 
part in prompting either military resurgence or political duplicity directed 
against the Western Allies. 

But the seeds of both are in the situation. Japan is invited to rearm and 
does. Rearmament revives, as it must, the military tradition. Japan becomes 
a needed ally in the East-West conflict. Naturally enough, she seeks to 
exploit that need to her own advantage. The proffered advantages strike her 
as insufficient and the dangers of commitment on the Western side seem to 
grow more acute. Recovery no longer marches, as it obviously cannot for 
ever, along the American subsidized highroad. Internal unrest increases. 
Political fear prompts reinsurance. Economic frustration suggests a change 

K 
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of allegiance. Need and opportunity are seen to join hands. Japan becomes 
again, if not a menace, at least a nuisance. This disquieting pattern has been 
described in the present tense. For the moment, it is not in that tense; but 
wisdom surely prompts facing the possibility that it may become so and 
exploration of the possibilities of preventing it. 


The Economic Competitor 


HE simple answer is, of course, economic viability. If Japan can make a 

reasonable living under the present auspices, the outlook is not unhope- 
ful. But livings are difficult to make in the modern world and more peoples 
feel entitled to make them. That brings us straight to the Commonwealth 
peoples and, not least among these peoples, the people of the United King- 
dom. We do not want Japan to become a menace or a nuisance. If she can 
make a reasonable living, she may not so become. In the process of making 
that living, she may be guilty of “unfair competition’, or at least of competi- 
tion. One is wicked and the other merely bad, but in the modern world we do 
not like either. What, then, are the prospects ? 

Our main worries in the United Kingdom are with regard to textiles and 
shipping. The textile position is that before the war Japan possessed about 
13,000,000 spindles, of which about 10,000,000 were in operation. She now 
has about 6,500,000, of which 6,250,000 are in operation. In terms of spin- 
dleage, therefore, she is already back to about half her pre-war strength. But 
the main problem is that represented by Japan’s labour standards. It is now 
generally agreed that conditions in the factories, as well as wage levels, leave 
little ground for criticism. Even Sir Raymond Streat, President of the Cotton 
Board, when he came here a year ago, found very little to complain of. There 
is, of course, a possibility that these favourable conditions will be modified 
when Japan regains full sovereignty, but it is reasonable to doubt whether 
such modification will be appreciable. The trade unions represent one. of the 
few institutions created by the occupation that is at once well organized and 
corresponding to a real interest. It seems reasonable to suppose that union 
leaders will fight hard before they allow their strength to be sapped. 

It is reasonable to suppose, also, that the same processes will serve to 
diminish the strength of Japanese competition in shipping, quite apart from 
the fact that Japan has lost four-fifths of her pre-war mercantile tonnage. 
There is at least some guarantee that the element in Japanese competition 
which has been described in pre-war days as “unfair”, namely, the exploita- 
tion of labour, will be substantially reduced. This will not rid us of Japanese 
competition. It will diminish its rigours. 

Example could be piled on example of the potentialities of Japanese 
economic competition in a wide variety of industries with almost every one 
of the Commonwealth countries concerned. Evidence could then be adduced 
that it is not, perhaps, quite so acute as it looks, or as it was. But no amount 
of figure-juggling, or special pleading, can explain the potentiality of Japanese 
competition away. It is a fact and a fact to be faced. 

This brings us, then, to the crux of the problem. The circumstances of the 
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East-West conflict and American policy in regard to it prompt the enlist- 
ment of Japan in the Western camp; indeed, such enlistment, in some form 
or other, is an essential if she is not again to become a world nuisance. To 
keep her safely so enlisted, to prevent attempted reinsurance with the other 
side, or ultimately another bid for world power on her own, her economic 
viability must, to some extent, be assured. There are only twosuch assurances, 
American underwriting and Japanese foreign-trade recovery. The second 
constitutes a threat, of varying proportions, to Commonwealth interests. 

To see the problem as a whole is not, alas, to prevent in the future undue 
concentration on particular parts of it. Whatever may be said by way of 
extenuation, there is admittedly a considerable measure of conflict between 
our political objectives and our economic interests. Which are the more 
important the present writer cannot assume the province of determining. 
But both are important and, in terms of policy, we must obviously do our 
best to serve both. It is true that the problem may not loom so importantly 
during the period of extensive rearmament programmes in Europe and the 
United States. We shall be glad for Japan to provide both capital and con- 
sumer goods to south-east Asia and even, to some extent, to us while our 
own industrial resources are thus concentrated on meeting immediate 
rearmament needs. But the reckoning must come sooner or later, if, as we 
hope, the danger of war is averted. 

The facts would seem at least to argue for close and constant co-ordination 
of Commonwealth policy and close and constant co-ordination of that policy 
with that of the United States. It means constant exposition of that policy 
in broad and simple terms to the publics concerned and resistance by govern- 
ments to pressures, for example, from sentimentalists in the United States or 
selfish sectional interests in the United Kingdom. It means bringing Japanese 
statesmanship, such as there is, into the business on a genuinely co-operative 
basis, in an effort to convince these people that their national duty is not 
necessarily to outsmart us but to work with us for the sort of world we all 
want. 

This last sentence reads like a pious hope; but it is also a patent necessity. 
San Francisco was not, of course, only an act of faith on our part; it was 
also a signal for constant vigilance. That vigilance we must continue to 
exercise with regard to both Japan’s conduct and our own. But we have 
committed ourselves to co-operation with Japan, and this means co-opera- 
tion in the settlement of her difficulties as well as ours. Our Common- 
wealth composition and experience should help us in developing the right 
attitude. We have learned to expect divergencies in national outlooks and 
sentiments. We no longer expect everybody to be like us and are not sur- 
prised or even vastly aggrieved when they turn out not to be. Post-Treaty 
Japan will prove a great disappointment to many well-intentioned Americans. 
She should prove less of a disappointment to us, since we expect so much 
less of her in the way of spiritual transformation. 





THE AMERICAN SWEEPSTAKES 


A SURVEY OF THE PRESIDENTIAL FIELD 


HE American people are off on their quadrennial sweepstakes. Some 

difficult months of political turmoil and transition are ahead. The Con- 
gressional session is certain to be almost completely dominated by political 
considerations. The necessity for the Congressmen to attend the nominating 
conventions in July is likely to keep the session short, and that can be an 
advantage. While this Congress is sure not to give the Administration all it 
asks for in the way of appropriations, there are indications that the general 
level of foreign aid set last year will not be greatly reduced. For there is still 
a basic feeling that the world situation is precarious, and the strengthening of 
western European defenses imperative. 

At the same time American policy regarding Korea and Asia in general is 
in a state of uncertainty and concern. The public, at least, does not know what 
the Administration will do if the truce negotiations ultimately fail. Nor has 
any definite line of American policy emerged toward Southeast Asia, the 
Middle East, or North Africa. And yet our military strength is steadily 
gtowing, our industrial and economic base remains firm though continu- 
ously under the pressure of inflation. And if there were any sharp world 
crisis, there would certainly be a closing of ranks over present political 
divisions. 

Actually, if General Eisenhower were to be the presidential nominee of the 
Republican party, which holds its convention on July 7, there might come a 
considerable and remarkable closing of ranks even before the election and 
without a crisis. The electoral battle would then be over issues, rather than 
men, and it would turn scarcely at all on foreign policy. 

At present it is completely impossible to forecast accurately the possible 
Republican or Democratic nominations. Senator Robert A. Taft has a close 
hold on Republican party machinery in a number of states. If the nomination 
were left to the personal choice of these party wheel-horses, there would be 
little doubt of the outcome. But while a large majority of these men and 
women would prefer the Senator, they are by no means certain that he can be 
elected. And they want a candidate who will win, after their twenty years in 
the wilderness. 

There is no doubt whatever that General Eisenhower could win: every- 
body concedes that. But to the Republican party machine the General’s 
subsequent policies are in great doubt. Most of them do not relish his almost 
total identification with Truman foreign policy. They are uncertain about a 
non-politician’s behaviour in the White House. They are not sure General 
Eisenhower knows the political rules, or would abide by them. 

And yet they come back to the galling fact that the Republican party is by 
no means a majority party. To win a national election it would need, at the 
very least, to attract a large part of the independent, or Mugwump, vote. 
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Thus, while they thrill to Senator Taft’s orthodox campaign, and would 
delight to see him in the White House, an inner voice keeps whispering to 
them to beware, if they wish to win. 


Mr. Taft’s Campaign 


ENATOR TAFT counts on several very powerful emotional and practi- 

cal issues to carry him to victory in July and in November. He is staking 
much on the unpopularity of the Korean War. “The unnecessary war”, he 
calls it. The reasoning by which he justifies his charge is, like much of his 
logic, complex but potent. He says the Korean war would never have hap- 
pened if U.S. forces had remained in Korea in 1949, or if the South Koreans 
had been properly armed, or “if we had given notice that we were going to do 
exactly what we actually did do in case of aggression”. These can be strong 
arguments. The hitch is that in 1949 Senator Taft did not support any of 
these positions, nor did a majority in Congress. There was general political 
approval of the U.S. withdrawal from Korea, there was reluctance to appro- 
priate adequate sums for arming the South Koreans, and it is easy to imagine 
Senator Taft’s horror if President Truman had issued the kind of warning 
the Senator now retrospectively demands. 

And yet this doesn’t prevent Senator Taft from hammering home his 
point that such steps might have prevented the Korean war, and that we are 
visibly not winning that war. The American public has little temperamental 
capacity to understand or accept what is going on in Korea. We believe in 
winning wars; we want to do it quickly and get it over; it is extremely hard 
for us to grasp the necessity of limited war. It is quite probable that more 
Americans today believe General MacArthur was right than did so immedi- 
ately after his dismissal. And, as is well known, the Administration appears 
largely to have endorsed the MacArthur policies for application if the truce 
negotiations fail, although it is likely that our military capacity to apply these 
policies is far less today than it was ten months ago. Certainly we have lost 
air supremacy over North Korea. 

Generally speaking, therefore, the Korean war baffles and dismays Ameri- 
cans. It is very easy for Senator Taft to label it ““Truman’s unnecessary and 
calamitous war”. It is an extremely powerful political argument. If and as the 
situations in Southeast Asia, in Egypt, North Africa, and the Middle East 
continue bad or get worse, the vulnerability of Administration foreign policies 
to such attacks may increase. 

The second potent issue Senator Taft is making his own is that of “com- 
munism in government”—or McCarthyism. This issue too, contrary to ex- 
pectation, is more potent now than it was six months ago. Two or three in- 
dividuals long attacked by Senator McCarthy, like John Stewart Service of 
the State Department, have now been found untrustworthy by the Loyalty 
Review Board. Some of these cases have been highly debatable, but the net 
effect is to enable Senator McCarthy and his supporters to claim vindication 
for their charges. There is little effective reply to make to them. In his speeches 
throughout the country Senator Taft has found a sharply favorable emotional 
response to his references to the McCarthy charges. He no longer hesitates to 
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align himself totally with the Wisconsin Senator. All sorts of prejudices, 
bitternesses, and intolerances sweep together to support this position. It may 
not be a majority position, it may not win independent voters, but it is 
effective political campaigning within much of the Republican party. 

A third strong issue is that of corruption in government. Americans in 
1952 ate having to pay higher income taxes than ever before. They face a 
severely unbalanced budget. And revelations of waste and graft, sometimes 
petty, sometimes large, continue to pour forth. There is no doubt that at 
various levels American government has deteriorated as this Administration 
approaches its twentieth year in office. In most jobs, individuals of distinctly 
inferior calibre to those who held the posts during the ’thirties are in power. 
And even petty graft—such as mink coats and free trips to de luxe resort 
hotels—makes a deep impression on the hard-pressed taxpayer. 

President Truman has not used skillful political tactics to defend himself 
and his Administration against the charges of Communist penetration into 
government, nor of corruption. For the first few months he denied that any 
such things existed. He called the Communist charges “red herrings”. He 
denied there was corruption. When it was proved, in court through judicial 
process, that there had been some treasonable infiltration, and when petty 
corruption came to light and was admitted, the President’s position was 
doubly weak. He would have been well advised, in both cases, to have set 
up non-partisan, eminent commissions to make thorough investigations. 
The results would not have been so sensational, one may assume, as the 
demagogic charges that have come out. Both problems would have been cut 
back to size, and could have been solved. But Mr. Truman neglected to take 
such action. In effect, he has handed the issues over to his political opponents. 
And today that means to Senator Taft, since General Eisenhower is not cam- 
paigning for the nomination, and may not campaign. 


General Eisenhower and the Dark Horses 


HESE are among the Ohio Senator’s advantages, and they are not to be 

lightly dismissed. He is going right ahead with an exceedingly vigorous 
campaign, well staffed, well financed, thoroughly professional. But already 
the Taft supporters are worried at the Eisenhower appeal. Speaking at a 
meeting of the Republican National Committee at San Francisco, Senator 
Taft’s manager and cousin, David Ingalls, spoke these bitter words with 
obvious reference to General Eisenhower: 


A great many of us feel that the party must go to the voters in this forthcoming 
election with a candidate who is a militant Republican all the way, rather than a 
mild Republican variant of the leadership now in power. . .. Hero worship is no 
substitute for faith based on known performance. Neither is glamour nor sex 
appeal. If we as a party, at this late date, propose to risk our political future on 
such slender attributes, then I say the party is dead and we are met here today 


to select a good-looking mortician [undertaker] to preside over the funeral 
es... 


This was strong talk, and it gave Senator Lodge, who is head of the Eisen- 
hower campaign, a chance to say: 
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There are just not enough Republicans in the United States to elect a President 
without additional support. If every Republican voted for the Republican candi- 
date, he would get only 31 per cent of the vote. Therefore, we must have a candi- 
date who not only will carry our banner but will also appeal to the great strength 
of the independent voters and also to the Democrats who are sick and tired of the 
present national Administration. 


There are two dark-horse Republican candidates, in case the Taft- 
Eisenhower forces are deadlocked. They are Governor Earl Warren of 
California and former Governor Harold Stassen of Minnesota, now President 
of the University of Pennsylvania. Governor Warren is notably more of a 
liberal or progressive than any of the other Republicans. He has had much 
Democratic support in California. He is a big, handsome, vigorous executive, 
and one of his pretty daughters is named “Honey Bear”—no mean political 
advantage. Mr. Stassen used to be about the same kind of progressive as 
Governor Warren, and he was once a vigorous internationalist. Latterly, 
evidently under the pressure of political ambition, he has followed an in- 
determinate and somewhat demagogic line. His platform is broad and general. 
However, he objects to Senator Taft’s policies as “isolationist”. Governor 
Warren has supported Administration foreign policy down through the 
years, much as Senator Vandenberg did. 


Mr. Truman’s Nolo Episcopari 


N the Democratic side there is almost as much uncertainty as among 
the Republicans. President Truman is following the usual practice of 


incumbent Presidents, and isn’t revealing his intentions. The moment a 
President takes himself out of the renomination race, his grip over the party 
organization is greatly diminished. And so, traditionally, Presidents wait 
until the last safe minute before declaring themselves. The most usual 
technique is for a President to hint for some weeks or months that he doesn’t 
want to run, that he and his wife are yearning for the joys of retirement and 
refreshment after labor, that the party will have to look elsewhere. But they 
don’t expect themselves to be taken seriously, and in due course the party 
faithful set up a trumpet call for “the one man who can save us”, the Presi- 
dent gracefully agrees to run, and his campaign is all the stronger for the by- 
play. This may not be President Truman’s intention, but so far he has fol- 
lowed the pattern closely. 

However, if General Eisenhower is nominated, Mr. Truman would be 
most unlikely to run. Indeed, the President was reliably reported to have 
sought General Eisenhower’s consent to become the Democratic, rather than 
the Republican, nominee. The General is believed to have declined, and has 
subsequently declared himself to be a Republican. 

But if Senator Taft is the Republican choice, Mr. Truman will be sorely 
tempted to run again, for he feels the Ohio Senator’s policies are sharply 
against the national interest. If Mr. Truman does not run, and even if he does, 
Senator Estes Kefauver of Tennessee is an active contestant for the Demo- 
cratic nomination. Senator Kefauver is a lanky, soft-spoken, dignified 
young man who made his reputation during Congressional hearings which 
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exposed gambling and criminal syndicates. He has long been committed to 
the Atlantic Union policies of Clarence Streit, and to progressive foreign and 
domestic policies in general. He is a relatively attractive candidate, though in- 
experienced and not of measurably large stature. His campaign symbol is the 
pioneer’s coonskin cap of his native mountains, which is a certain political 
trump. When his candidacy was announced, a colossal “coonskin” cap (it was 
really of cloth) was draped over the classic Grecian dome of the state capitol 
in Nashville, Tennessee. American politics haven’t changed in some respects 
for a long time. 

Senator Kefauver is not the President’s favorite, and Mr. Truman will 
probably be able to block his nomination. Nor is the Tennessee Senator 
particularly popular with other Democratic Senators from the South. He is 
not sufficiently conservative on racial issues to suit them. They would prefer 
Senator Russell of Georgia or Senator Byrd of Virginia. 

The Democrat most likely to be favored by the President appears to be 
Governor Adlai Stevenson of Illinois. Governor Stevenson will be well 
remembered in London as a member of the U.S. delegation to the first U.N. 
General Assembly. He is a devoted, able, and practical public servant. He has 
challenged political corruption in Illinois successfully. He was elected Gover- 
nor with a larger majority than President Truman obtained in the same state 
at the same time. Governor Stevenson is a thorough-going “internationalist”, 
as supporters of strong and responsible American foreign policy have come 
to be called, although his state of Illinois is supposed to be isolationist. He is 
also a moderate’ progressive in domestic affairs. 


The Process of Election 


ERHAPS a brief summary of how an American President is chosen, from 

now until the balloting next November 4 and the final action of the Elec- 
toral College a few weeks later, will be informative. Throughout the entire 
process, in a nation which prides itself on being “democratic”, the role of the 
voter is indirect. From the present until the nominating conventions (the 
Republican convention opens on July 7, the Democratic on July 21, both in 
Chicago) a series of state conventions or preferential primaries are held to 
choose state delegates. There are 1,230 delegates to the Democratic Conven- 
tion, 1,199 to the Republican. The figures are, roughly, twice the number of 
Senators and Representatives each state has in Congress, with a small bonus 
added for states which went Democratic or Republican, respectively, in the 
last Presidential election. That accounts for the small difference. 

In thirty-two of the forty-eight states these delegates are hand-picked at 
state conventions by politicians, operating through a maze of State and 
district and county committees. Hence the party organization has an in- 
ordinate role in selecting the men and women who will nominate the candi- 
date for President. These delegates are not bound by law to vote for specific 
candidates, and they could run riot if they saw fit. Any President seeking re- 
nomination has an almost rigid hold over many of them. 

In the remaining sixteen states, not conventions but state preferential 
primaries select the delegates. The lists that go to the voters, however, are 
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usually selected by the party machine. And in fourteen of the sixteen states 
the ballots cast by voters are only advisory, not mandatory. In the final two 
states the mandate is rigid only so long as the candidate’s name for whom the 
voters back home have expressed their preference is actually before the con- 
vention. In some cases this name is never presented. 

Actually, therefore, two sets of some 1,200 men and women bound pri- 
marily by the ties of party organization, will meet in Chicago to make the 
fateful choice between Eisenhower, Taft, and the others among the Republi- 
can hopefuls, and between the President, his rivals, or his favorites, among 
the Democrats. It is easy to see why Senator Taft, with his strong appeal to 
organization Republicans, has an advantage, and why Mr. Truman will have 
a powerful position in his party—a stronger position than he enjoys among 
Democrats in Congress. 

But the nominating conventions are swayed by public opinion. Each party 
naturally wants to win. They cannot disregard signs of large popular support. 
This is the element which will nominate General Eisenhower, if he is chosen. 
And it can be very potent. Moreover, the preferential primaries in sixteen 
states give some indication in advance of voter choice, by secret ballot. 

When the conventions meet the situation can be extremely fluid. Usually 
no candidate has a majority on the first ballot, except in the case of a President 
in office. Shifts begin. Each state delegation caucuses. The hysteria associated 
with the conventions, the shouting and singing and marching, are part of 
this tension and uncertainty. But in the end, choices fairly close to the general 
weight of public opinion have come forth. 

After the nominations the campaigning proceeds in direct fashion until 
the voting, on November 4. But the balloting does not produce a direct 
choice. In practice the result is the same, but it could be different. The voters 
choose presidential electors, allocated in the same proportion as congressional 
representation among the states. 

The electors are not actually bound by law to vote as their states did. In 
1948 one Tennessee elector refused to vote for Mr. Truman. But only one or 
two such cases have ever emerged in American history. After the electors 
meet and vote, in their respective states, the results are sent to Washington, 
opened and tallied in a formal, joint session of Congress. These are all form- 
alities. They constitute the only work of the Electoral College. 

However, it is possible that no candidate would have a majority of the 
electors. In that case, the choice of a President is thrown into the House of 
Representatives, where each state must vote as a unit. This has happened once 
in American history. 

It is a fantastically complex system to explain, but in practice it works with 
reasonable effectiveness, though at all points with real power in the hands of 
party politicians. It might be compared, perhaps, with the much simpler pro- 
cedure by which a British political party decides which of its members is the 
leader of the party and is to become Prime Minister.* There, too, politicians 

* British readers will be aware that, although in all normal situations the Queen may be 


expected to select as her Prime Minister the leader of the party commanding a parliamen- 
tary majority, her choice is not so restricted either by law or by binding convention. Mr. 
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rather than voters seem to have the power. But they, like American politi- 
cians, must listen to the strong voice of public opinion. It is possible—and has 
happened more than once—that a candidate not getting an actual majority of 
the popular vote would get a majority of the state electors in the Electoral 
College. But, like so many other Anglo-Saxon systems, the machinery actually 
works. 


Defense in Asia and Europe 


VERSHADOWED by presidential politics, Congress and the Admini- 

stration are going forward with the mechanics of government. For many 
months we have followed the truce negotiations in Korea with mingled hope 
and disillusionment. The end is not in sight. It is manifest that the Commun- 
ists have gained at least two objectives : they have ended the heavy toll in men 
and equipment they were suffering before the truce, and they have reinforced 
their air forces to the point where U.N. control is seriously challenged. It is 
possible, also, that they have gained mobility and force in Southeast Asia. 
These considerations make Americans wonder whether the truce was 
wise or advantageous to the U.N. cause. It also explains why the MacArthur 
thesis has gained popularity. For it appears now that if the truce fails we will 
try to take stronger measures resembling much of the MacArthur program. 
Americans are extremely anxious to terminate the Korean war. We are un- 
accustomed to indeterminate, open-ended wars and inconclusive campaigns. 
If the Korean fighting drags on through the election period it could have a 
devastating effect on Mr. Truman’s fortunes. It might also bring about an 
irresistible Congressional and popular demand for the shift of more U.S. 
force from Europe to Asia in order to terminate the Korean war. And that 
might lead to deeper involvement than ever with Communist China. In short, 
our Far Eastern policy is no more clear today than it has ever been. This does 
not satisfy the people, and furnishes great political arguments to the Republi- 
cans. 

American opinion continues to feel that the continental Europeans, at 
least, have not contributed so much to their own rearmament as they might 
have done. Nevertheless, it is recognized that some progress is being made, 
and there is satisfaction at the steady development of the Schuman Plan and 
the prospects for the European Army. There was widespread bipartisan 
support for General Eisenhower’s suggestion that a western European con- 
stitutional convention be called. And Britain’s new austerity program has 
impressed Americans with the determination and severity of British policy in 
face of severe economic difficulties. 

There will be no collapse of United States policy even under the disturbing 
buffets of the campaign. And it may be that after some months the political 
air will become clearer than it has been for several years. 


United States of America, 
February 1952. 


Churchill, for instance, when commissioned by the late King to form a government in 
1940, held no official position in any party.— Editor. 





THE HIGH COMMISSION 
TERRITORIES 


POLITICS AND ADMINISTRATION 


HE three isolated areas known as the High Commission Territories or, 

more commonly but less correctly, as the Protectorate, do not at first 
sight appear to be of great importance. Their population is no more than 
approximately one million persons. There is no great source of wealth in the 
Territories. They are not among the strategic key points of the world. It is 
not then surprising that in past years they have only rarely drawn public 
attention in either Great Britain or South Africa. Even now knowledge of 
their problems and of the conditions of life within their boundaries is not 
widespread in either of these two countries. Yet at the moment the search- 
light of publicity shines on the Territories very brightly, possibly a little too 
brightly for their own good. 

The explanation is to be sought partly in their geographic position and 
partly in the feelings which in the conditions of the world today they arouse. 
These feelings are strongest in three classes of people. First in South Africans 
of European origin, secondly in the Africans of the High Commission Terri- 
tories themselves and thirdly in the people of the United Kingdom. 

Those in charge of the High Commission Territories have at all times to 
remember the facts of geography. Basutoland, like an island, is completely 
surrounded by Union territory; and in its high mountains is the source of the 
Orange, the largest of the South African rivers. The Transvaal Province is on 
three sides of Swaziland and Portuguese territory on the fourth. The Union is 
on the eastern and southern boundaries of the Bechuanaland Protectorate. 
South West Africa, which now sends members to both Houses of Parliament 
at Cape Town, is on the western boundary of the Protectorate. Along the 
north-eastern boundary is Southern Rhodesia; and the railway through 
the Protectorate is the Rhodesian Railway. Along the north-west border is the 
Caprivi Strip, a thin arm of South-West African territory, its western half 
administered as part of South-West Africa and its eastern half directly under 
the Union Native Affairs Department in Pretoria. 

Naturally their position on the map affects the economic life of the three 
Territories. South Africans buy Basutoland wheat and peas and Basutoland 
wool is sold through South Africa. In return the Union provides Basutoland 
with its main requirements of raw materials and of manufactured goods. In 
the past there has usually been a sale of maize to Basutoland. But there is some 
hope that Basutoland will become more nearly self-dependent in foodstuffs. 
From Swaziland South Africa draws its main supplies of asbestos and also 
imports cattle and dairy products. In the future Swaziland will become an 
important exporter of softwood timber and possibly of paper to the Union. 
The Union is a timber-importing country and will probably always remain 
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one. In the past it exported meat but now is an importer of both meat and 
dairy products, and there is little prospect of any change in this position. 
Portuguese East Africa is on Swaziland’s eastern border and the railway from 
Lourengo Marques runs right up to the boundary of Swaziland. From the 
Bechuanaland Protectorate the Union draws an important supply of cattle 
and makes good use of the by-products such as hides. But normally half the 
total number of Protectorate cattle exported now go north to Northern 
Rhodesia and the Congo and at times Southern Rhodesia. Johannesburg is 
still, however, the only market for beasts of high quality. The Union exports 
manufactured goods, raw materials and food to both the Bechuanaland Pro- 
tectorate and Swaziland. At present Basutoland is an agricultural country and 
the Bechuanaland Protectorate a cattle country. The best prospect of the 
development of a mixed economy is in Swaziland. 

Apart from movement of goods there is constant movement of people 
across the lines dividing the High Commission Territories from the Union. 
Basutoland is an overcrowded territory, though no more so than are many of 
the South African Native Reserves, in areas such as the Ciskei and the Trans- 
kei. Basuto are very prominent among mineworkers and particularly mine- 
shaft sinkers on the Rand and more recently in the new Orange Free State 
gold-mines. They also leave their homes to work in South African factories 
and on Free State farms. Much is sometimes made of this in political argu- 
ment. In point of fact the remittances sent home by these men increase the 
wealth of Basutoland. The Union is becoming short of African labour and 
obtains the services of Basuto without having to pay the cost of the upkeep 
of their home territory. Quite apart then from the vexed question of the 
social consequences of migratory labour, it is arguable that there is an econo- 
mic gain both to the Union and to the High Commission Territories from the 
Basuto who work in South Africa. To a lesser degree Bechuana come from 
the Protectorate to work in the Union and particularly on the Western Trans- 
vaal farms. Far fewer Swazi leave their homeland in proportion to the 
country’s population. But some do work in the Union, and many Transvaal 
farmers own land in Swaziland and send their sheep there in the winter. It is 
also sometimes forgotten that many Basuto live permanently in the Free 
State and the Transkei, that a third of the Swazi tribe are in the Eastern Trans- 
vaal and that the border between the Bechuanaland Protectorate and the 
Western Transvaal cuts in half two of the eight tribal reserves of the Protec- 
torate. The Africans of the north-east of the Protectorate are related to those 
of the southern part of Southern Rhodesia, and those in Ngamiland, the area 
in the far north-west around the Okovango Swamps, are mainly of Angola 
origin. 

Turning from geography and economics to political feelings there is a 
point to be made at the outset. Most South Africans feel when they look at a 
map that the continuance of British rule in the Territories is an anomaly and 
an affront to South Africa. They resent this anomaly for several reasons. The 
Territories and South Africa are in effect interdependent, but most South 
Africans think of all three Territories as completely dependent economically 
on the Union and as drawing benefits from it without giving much in return. 
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They think that if their country controlled the high mountains of the 
Drakensberg, now in Basutoland, they could improve the flow of the Orange. 
They notice that there is erosion in Basutoland and forget that it is no worse 
than the erosion in those parts of the Union where physical conditions are 
similar. Most of them know little of the great soil conservation work done 
first in the Basuto lowlands and later in the high mountains, that is, in the 
catchment area of the Orange. They know that water is very short in the 
Union and they read of masses of water lost by evaporation in the swamps in 
the far north-west of the Bechuanaland Protectorate. They believe that under 
their control something could be done with this water, though they are not 
sure what. They also claim other benefits from transfer. They sometimes 
think that the existence of these separate units in what they regard as South 
Africa’s metropolitan area makes holes in their defence, in their immigration 
and in their customs structure. 


The Motive of Prestige 


UT the real strength behind the demand in South Africa for the Terri- 

tories springs from no economic or defence benefit to be gained by their 
acquisition. That strength is derived from sentiment, from a feeling that the 
separate existence of the Territories weakens the prestige of the Union of 
South Africa. More than forty years have passed since the decision was taken 
to leave the three Territories out of the Union. During that period the Statute 
of Westminster has been passed and in South Africa as elsewhere there has 
very naturally grown a desire not only to be an independent nation but also in 
all respects to appear to be one. From this movement of ideas, greater among 
some South Africans than others, several results have flowed. The decision 
on the flag and abolition of appeals to the Privy Council are two examples. 
For this reason, and also because many South Africans cannot now remember 
the days before Union, the separate existence of the High Commission Terri- 
tories has come, as the years have passed, to appear to be more not less of an 
anomaly. 

As the feeling of full nationhood has increased in strength South Africans 
of both political parties have felt that their country should take the lead in 
affairs affecting the African continent as a whole. Hence conferences in 
Johannesburg on the co-ordination of transport and on scientific research in 
the southern half of the African continent. This is a comparatively new 
development and has led to a feeling that the existence of the Territories 
detracts from the ability of South Africa successfully to take the lead. 

Before the end of the last war no great attention was paid in the world at 
large to South African internal affairs. South Africans were not accustomed 
to either much praise or much blame from other peoples. The sense of shock 
when they read of attacks made in the United Nations on South Africa in 
connexion with the future of South-West Africa and with the treatment of 
South African Indians was therefore very great among South Africans of 
European origin. Indignation grew as these criticisms developed into general 
and sweeping condemnation of South Africa’s handling of the non-European 
population of the Union. Rightly or wrongly most Europeans in South 
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Africa felt that these attacks were unjust. Treatment of Africans in the Union 
cannot, they argue, be very bad since South Africa is a magnet for African 
labour and year by year more and more Africans come over the border from 
British and Portuguese colonial dependencies (including the High Com- 
mission Territories) to work in the Union. South African expenditure on 
African education has increased greatly in recent years and no other African 
government has, it is claimed, spent so much a head on education and social 
services for Africans. Nowhere else has secondary or higher education for 
Africans become so widely spread. Alone among African governments the 
Union Government, it is said, has developed a system of social-security 
benefits, including health, old age pensions and, for a few Africans, unemploy- 
ment insurance. These benefits are on a lower scale than those for Europeans 
or for coloured persons and Indians, but some are enjoyed by rural as well as 
by urban Africans. There appear to European South Africans to be other 
achievements. The efforts made by the city council of the growing industrial 
town of Port Elizabeth to house Africans on a large scale probably surpass in 
quality those made in any other large town in Africa. In the new Free State 
gold-mines the Anglo-American Corporation—and they control seven of the 
thirteen mines now being developed—have been responsible for two great 
improvements. First, they have made a start with the provision of married 
quarters for ordinary African underground workers provided these are of 
Union origin. Secondly, they have replaced the old-model bachelor com- 
pounds with new-model hostels in which there is far less crowding and there 
are central heating, better beds and better feeding conditions. Some other 
mining companies have also built improved compounds more spacious than 
those on the Rand. In the Betterment Areas of the Transkei and elsewhere 
strides have been taken towards improvement of grazing and much money 
has been spent. It can reasonably be claimed that the Union Health Depart- 
ment with Dr. Bremer as Minister is well alive to African medical needs and 
in its attitude towards mission hospitals and private help singularly free from 
red tape. 

In the preceding paragraph aspects of administration touching Union 
Africans have been described as they appear to South Africans of European 
origin. No doubt points can be made on the other side and these will be 
mentioned later. But before he forms his political opinions the ordinary 
European South African makes no more careful study of a problem than does 
the ordinary Englishman. To him the treatment of Africans in his own country 
appears in many ways to have improved and to be improving. It is on account 
of this view that he appears to be a little on the defensive when the question 
of the treatment of Africans is raised, that he feels he is often unjustly accused 
and that the existence of the High Commission Territories is found increas- 
ingly irksome since it seems to imply reflection on the nature of the relations 
in the Union between Europeans and Africans. Finally he considers that in 
some way the United Kingdom has failed to carry out some promise made to 
his country in the past. 

There is no doubt that at the time of Union over forty years ago both the 
members of the National Convention in South Africa and the Ministers of the 
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Crown in the United Kingdom expected, indeed hoped, that among Africans 
in the Territories doubts and fears in connexion with transfer to the Union 
would pass away. It was a period of optimism before the two world wars and 
before the waves of nationalism which following those wars had swept over 
non-European peoples. It was felt in those days that the rulers of the new 
nation would cope successfully with the problems of the relationship be- 
tween Europeans and non-Europeans within its boundaries; news of this 
success would spread to the Basuto, Bechuana and Swazi, who are closely 
linked with Union Africans; and Africans in the Territories would therefore 
come not merely to acquiesce in but to welcome the joining of their fortunes 
to those of the Bantu in South Africa. 


Treatment of Africans in the Union 


ie the event this development has not taken place. Looked at through 
African and through European South African spectacles the treatment of 
Africans in the Union appears in two very different forms. Africans today see 
no sign of the grant to them of political rights in the Union. They know that 
much money is spent on education, but they also know that the educated 
African is barred from employment in the professions and in skilled trades 
in those areas where trades flourish most. They find that the irksome pass 
laws in the towns are still on the statute book and that the administration of 
these laws has not been relaxed, as was recommended by the Fagan Commis- 
sion appointed by General Smuts to enquire into the conditions of Africans 
in urban areas; on the contrary they have been tightened. There are plenty of 
troublemakers anxious to fan the flames of resentment. During the last forty 
years the Union African has also looked abroad and has become aware of 
trends in the rest of the world. He has observed the growth of the ideas of 
self-determination. He has watched the progress first of the League of Nations 
and then of the United Nations. Since the last war he has read of the surging 
tide of Asiatic nationalism. He has noticed that something of the sort may be 
beginning to happen on the African continent, whether in the north where 
Libya is to become independent or in West Africa. 

As has been mentioned before, there is another side to some of the argu- 
ments used by South African Europeans. When people leave rural countries 
in order to work in the towns of an industrial country it does not necessarily 
follow either that they are content with the conditions in those towns or that 
they wish their countries of origin to amalgamate with the powerful industrial 
and urban country. No one would claim with reason that Irish workers in 
Glasgow or Liverpool either approve of living conditions in those two towns 
or hope that Britain and Eire will be reunited. The movement of Africans 
in search of high wages has not implied, as far as it is possible to form an 
opinion, much change in their views on the method of government in their 
countries of origin. 

In the Union today higher education is given to some Africans and high 
wages are earned by others. Yet for many Africans the shoe pinches. In the 
South African rural reserves there is a shortage of land; and there is a steady 
flow of Africans to the towns. In the urban locations there is a shortage of 
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houses; and in Johannesburg there have been several squatter movements. 
In brief there are economic as well as other causes for discontent among 
Union Africans. 

Africans of the High Commission Territories know of these sentiments 
widely spread among the people of their race over the border. They have 
first-hand experience of conditions of life for Africans in the Union. If, as is 
likely, they do not wish to alter the present constitution of the Territories it 
is most unlikely that they could be influenced in these views by anything said 
to them by European officials of the United Kingdom Government who have 
only second-hand knowledge of these conditions. It is not that the High 
Commission Territories Africans think that they are at present more prosper- 
ous or better served by their government than those of the Union. It is that 
they feel that as they are now the position, both political and economic, is 
more fluid and the prospect of obtaining some at any rate of the changes they 
desire is greater. The question of transfer is very simple, with no constitu- 
tional complications. It can be understood by all Africans, and they think of it 
as whether they should be ruled by the United Kingdom or by the Union 
Government. 

British opinion is considered last since it is best to write of it in the light of 
the views both of South African Europeans and of High Commission Terri- 
tories Africans. It must be remembered that the pledge repeated several times 
in Parliament by United Kingdom Ministers was not to transfer control 
from the Territories until there was consultation with Parliament at West- 
minster as well as with the inhabitants of the Territories. In 1935, in an aide- 
mémoire handed to General Hertzog and subsequently published as a White 
Paper, the United Kingdom Government emphasized the point that the 
opinion of the native inhabitants of the Territories was strongly against trans- 
fer. The implication was that the United Kingdom Parliament was most un- 
likely to go against that opinion. To say the least it is arguable that there has 
been no change, but that opinion both in the Territories and in the United 
Kingdom has hardened. The tone of recent speeches in Parliament at West- 
minster and articles in the United Kingdom press points this way. Since 1945 
in both Asia and Africa the United Kingdom has shown greater sympathy 
with nationalism among non-European peoples than it ever showed before. 
Whatever else they did or did not do, the strong feelings aroused by the 
Seretse case demonstrated the nature of the views held in the United Kingdom 
today on the position of the High Commission Territories and greatly in- 
creased public interest in them. 

The difficulty and the delicacy of the position are now apparent. The three 
Territories are (except for the north of the Bechuanaland Protectorate) very 
closely linked economically with South Africa. Most South Africans of 
European origin wish to control these Territories. Many feel, whether rightly 
or wrongly, that Britain is pledged to transfer this control and they believe 
that the people of the Territories would benefit from transfer. The Africans in 
the Territories, on the other hand, are probably strongly opposed to transfer, 
and they in their turn believe that Britain cannot in honour give up control 
over their homes against their will. Again they are in all probability supported 
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by Africans elsewhere and by those people in the United Kingdom who give 
thought to problems of this nature. South Africans perhaps tend to think that 
the High Commission Territories are more backward than they really are. 
People in the United Kingdom perhaps tend to condemn South African treat- 
ment of Africans in too sweeping and general terms without sufficient know- 
ledge, with too little appreciation of the unique difficulties of the position in 
South Africa and with no attempt to give credit where credit is deserved. 


Development in the Territories 


FTER this short summary and before considering the future, however 
briefly, a digression on present conditions in the Territories is required. 
There are two sides to South African resentment of criticism of race relations 
in the Union. The first side is the feeling that European South Africans are 
unjustly condemned. South Africans feel that people in Britain underrate the 
difficulties facing the permanently resident and outnumbered community of 
European origin on the African continent, and conveniently forget that im- 
migrants from the United Kingdom rapidly adopt South African views on 
political and economic methods of maintaining European standards and a 
European way of life even if they may not go all the way with some of the 
South African Nationalists. 

The other side is a view that both economic development and social 
services have been neglected in the High Commission Territories and that 
Britain has used the suspicion of South Africa now in the minds of Territories 
Africans in order to save money and that consequently these Africans would 
benefit from transfer. These are serious accusations and merit attention. What- 
ever element of justice there may have been in them in the past there is not 
very much now. Swaziland was formerly the poorest of the High Commission 
Territories and received an annual grant-in-aid. Its economy has recently 
changed. Two great forestry enterprises have been initiated; and in those 
limited areas of southern Africa where conditions are favourable afforestation 
with softwoods has proved to be very paying. Of these estates one is owned 
by a private company and the other by the Colonial Development Corpora- 
tion. After a few years over 150,000 acres will be under pine-trees in the high 
and previously almost uninhabited areas of Swaziland. At a lower altitude in 
the Swazi lowveld work is proceeding on a big irrigation scheme of the 
Colonial Development Corporation and on a similar private scheme farther 
south. Nothing succeeds like success, and new enterprises of various kinds 
are coming into being all over this small territory. Some will probably fail, 
but others it is hoped will succeed. In the Bechuanaland Protectorate the 
Colonial Development Corporation have two projects, both designed to im- 
prove the cattle industry. One is for a cold storage and abattoir on the 
Southern Rhodesian model and the other for a mixed farming and ranching 
project in the north of the Protectorate. To these two small and poor Terri- 
tories the Corporation has proved a boon; and their peoples owe a debt, first 
to Lord Trefgarne for the vigorous interest he took in their development 
and then to Lord Reith and his staff who have continued with work which 
will be of the greatest value, partly from the direct benefit brought to the 

L 
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Territories and partly from the encouragement given to further develop- 
ment. 

Money from Colonial Development and Welfare Funds, first under the 
1940 and then under the 1945 Act, has been spent partly on development and 
partly on welfare projects. The main development projects have been for 
water in the Bechuanaland Protectorate, for the improvement of African 
agriculture in Swaziland and for soil conservation in Basutoland. 

As in all the arid areas in the west of southern Africa, shortage of water is 
the main problem of the Bechuanaland Protectorate. Now a concerted attack 
is being made by means of boreholes, surface dams and other works. In 
Basutoland the erosion danger is very great, since the slopes are steep both in 
the so-called lowlands and in the high mountains, the soil is friable, the rain- 
fall low and concentrated within a few months. Admittedly a late start was 
made with soil conservation, but this lateness applies to most of Africa. 
Since 1936 protection works have been completed over a great area of the 
lowlands. Lately attention has been drawn to the mountain problem. Rota- 
tional grazing has now been established over the whole area, and limitation of 
stock must follow. Conditions in the high mountains are for obvious reasons 
very difficult for those undertaking this work, since there are no roads. It has 
therefore been essential to enlist the co-operation of the Basuto themselves ; and 
the outstanding feature of soil conservation throughout Basutoland has been 
the part played by them in the work as a whole and in particular in the main- 
tenance of soil conservation works in the lowlands and in the enforcement of 
grazing control in the mountains. In Swaziland three native land settlements 
have been created, and it is hoped that these will act as model areas and that 
from them the gospel will spread. At the same time in the Rural Development 
Scheme an attempt is being made over a wide area to construct soil conserva- 
tion works and improve methods of farming in a few very simple ways. 

The level of social services could and should be improved, but it is not so 
low as has sometimes been said. Educational facilities for Africans in Basuto- 
land compare favourably with those of rural areas in South Africa, and within 
a few years it will be possible to say the same of health facilities in both 
Basutoland and Swaziland. Comparative statistics arc sometimes misleading 
if urban areas with concentrated populations are included, and figures of 
money spent on education are bound to be very high if the emphasis has 
been on higher and secondary education. In primary education both the 
Union and the High Commission Territories suffer from the two troubles of 
children’s leaving school early and of unqualified or only partly qualified 
teachers. The position concerning teachers’ qualifications varies in different 
provinces of the Union and on the whole is a little better than in the High Com- 
mission Territories; the other trouble afflicts the governments about equally. 


Considerations for Diplomacy 


oe is not the purpose of this article to foretell the future. But some state- 
ments can be made. If the Union Government make a formal request for 
transfer of the Territories the United Kingdom Government are bound by 
the pledges of forty years’ standing to take steps to consult first the inhabitants 
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of the Territories and then Parliament in the United Kingdom before any- 
thing is done in compliance with the request. The question is simple and there 
should be no difficulty in obtaining from the inhabitants of the Territories an 
answer truly representing their views. The subject is one of which they are 
capable from first-hand experience of forming views. If the inhabitants of the 
Territories do not object, then transfer is bound to take place sooner or later. 
In the distant past Ministers in the United Kingdom have expressed the view 
that the objections of the inhabitants to transfer might well pass away in time, 
and they have said that they hoped that this would happen. In the more 
recent past, shortly before the outbreak of the last war, they joined with the 
Union Government in establishing a committee of South African and British 
officials to study methods of improving administrative co-operation between 
the Union and the Territories. They admitted at that time that they shared 
General Hertzog’s view that the section of the South Africa Act which de- 
scribes the method of a possible future transfer of the High Commission 
Territories to the Union—the next section does the same for a possible trans- 
fer of Southern Rhodesia to the Union—and the schedule to the Act, which 
described the special administrative arrangements to be followed in the 
Territories after transfer, had a meaning and intention. But at the same time 
they emphasized the nature of the pledges by which they were also bound. 
In these circumstances the United Kingdom Government should be very 
careful to avoid giving grounds for any reasonable accusation of a breach of 
faith with South Africa. The writer of this article believes that there were no 
pledges to South Africa, but there were the statements already mentioned in 
this paragraph; there was no promise to persuade or urge Africans of the 
Territories to join the Union, but even if such a promise had then been made, 
circumstances changed so much after 1910 that it could not have been imple- 
mented. Ideas concerning the ability of Africans to arrive at their own con- 
clusions and the power of Europeans to persuade them were very different 
in 1910 from what they are now. At the time of Union no one therefore said 
that Africans in the Territories could only be persuaded by other Africans 
and never by white men. It is for this reason that many South Africans of 
European origin feel understandably, though not it is believed justifiably, 
that there was some sort of bargain and that the United Kingdom has failed 
to carry out its part of that bargain. 

From all this it is suggested that there are two conclusions. The first is that 
if Africans still strongly object to transfer we cannot, as has been mentioned, 
persuade them to drop their objections. The second follows from the first. 
It is that in view of what has been said to South Africans, and also in view of 
a set of facts which cause very understandable annoyance to South Africans, 
we should be very scrupulous in avoiding anything which might be regarded 
as making transfer more difficult or as deliberately strengthening views 
against transfer which Africans in the Territories might hold. Should we do 
either of these two things we should be open to accusations of a breach of faith 
which had some basis. It would therefore be wrong for us to alter the wording 
of the pledges which have stood for forty years and to substitute “consent” 
for “consultation”. 
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Once consulted those inhabitants may well give a negative answer to the 
proposal for transfer. It would then be easy for the United Kingdom Govern- 
ment to say that they support this view. The difficulty would be to maintain 
sufficiently friendly relations with South Africa for administration to con- 
tinue successfully. It is greatly to the interest of both the United Kingdom and 
South Africa to remain on friendly terms. It is not to the interest of the Union 
Government to bedevil racial relations in South Africa—already providing 
a more difficult problem than that facing any other government—by an act of 
force whether direct or indirect. Neither is it to the benefit of the United 
Kingdom Government to allow themselves to slide into such a position that 
they cannot successfully administer the Territories which they have promised 
to retain under their control and which they are being pressed by public 
opinion in the United Kingdom to retain. 

We can at least face this problem with certain considerations in mind. First, 
at the risk of repetition it should be remembered that in the past statements 
have been made to European South Africans and that the South Africans 
have a case. This duty to remember what we have said to European South 
Africans and its consequences are, in the belief of the writer of this article, 
the converse of our undoubted inability to persuade Africans in the Terri- 
tories to accept transfer even should we at any time think that it was just or 
wise to do this. Secondly we should be prepared to discuss frankly and at a 
high level with the Union Government, at any time they wish, the problem as 
a whole and the difficulties facing the two countries. Thirdly we might remem- 
ber that to bring violent and sweeping charges against South Africa does 
little good. In much of southern Africa white men and Africans must live 
side by side. They must themselves gradually work out a way of life together. 
This must be done in Africa and not in Europe. The true yardstick to judge 
the wisdom of action or speech on racial affairs in southern Africa is whether 
the particular act or words will help or will hinder this process. Violent and 
uninformed abuse in general terms undoubtedly hinders it. Fourthly we must 
develop the economic resources of the Territories. The United Kingdom tax- 
payer is already contributing to this development. The process might be 
hastened, not by the financing by South Africa of projects in the Territories 
for the benefit of the Territories, but by an attempt to find other projects for 
the benefit of both the Territories and the Union in which the two govern- 
ments could share. To discover at least one such project is not outside the 
bounds of possibility. A passion for the development of their land and indeed 
of the African continent is one of the great merits of South Africans. Anyone 
anywhere who will develop Africa receives their sympathy and help. It is for 
neglect and the attitude of King Log that their criticism is reserved. However 
strong their feelings may be concerning transfer, attempts recently to develop 
the resources of the High Commission Territories have received their willing 
and their most useful co-operation. 

In conclusion it may perhaps be said that if the High Commission Terri- 
tories continue under the administration of the United Kingdom they should 
justify their existence. The true justification would be the emergence, in the 
admittedly difficult conditions of southern Africa, of a territory where the 
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result of the application of British ideas and administration in Africa was 
evident and was good. These ideas are far from perfect and not necessarily 
better than anyone else’s ideas, yet they are our own. Up to date, favourable 
conditions have not existed since the Territories have been too poor. Now 
they will soon exist in Swaziland; and Swaziland like so much of southern 
Africa is a “mixed” country, one where both permanently resident Europeans 
and Africans live. Here with money to spend we might be able to illustrate 
in southern Africa the more rather than the less successful side of life in an 
African territory under British control. 

These small territories might therefore under British control play an im- 
portant part in the future of southern Africa. But they can only do so if 
Britain herself realizes what is needed in them and what is possible. The most 
fundamental of all their needs is the maintenance of friendly relations between 
Britain and South Africa, two countries with many interests in common and 
two members of the Commonwealth capable of co-operating the one with 
the other in spite of much misrepresentation and more misunderstanding at 
both ends of the world. To forget this fundamental need would be to place 
our own emotions, our own wishes, perhaps even our own interests in other 
parts of the world, before the true welfare of the inhabitants of the High 
Commission Territories. 


A DEMURRER 


A correspondent in London, in whose exceptional knowledge of the constitutional history of 
Southern Africa the Editor places much reliance, disagrees with a view expressed by THE 
RounD TABLE South African Group in the last number. On p. 91 it was stated that a 
promise of the ultimate incorporation of the Bechuanaland Protectorate with Southern 
Rhodesia rather than the Union was given by Her Majesty’s Government in 1896 and has 
never been revoked. The correspondent above-mentioned points out that the recipient of this 
promise was the Chartered Company then administering Rhodesia. The Union did not then 
exist. At the National Convention which drafted the South Africa Act, 1909, the Chartered 
Company was represented by observers, who made no protest against the insertion of clauses 
(130 and 151) which were inconsistent with the promise. Now that the powers of the Chartered 
Company have become, by a not entirely simple process, vested in the Government of Southern 
Rhodesia, the argument that this government can claim fulfilment of the promise of 1896 is 
very tenuous. 





UNITED KINGDOM 


THE NEW GOVERNMENT 


“T RISE”, said Mr. Attlee at the beginning of the debate on the King’s 
Speech, “not only as Leader of the Opposition, but as leader of the 

party returned with the greatest number of votes—in fact the greatest number 
ever accorded to any political party.” The cheers that came swelling from his 
supporters made it clear that at least the Socialist back benchers had no doubts 
about the duty of this particular Opposition. It was to oppose. With the 
exception of Mr. Shinwell the Opposition front bench—still minus Mr. 
Bevan, who spent the early days of the new Parliament brooding at the bar 
of the House—was less enthusiastic. They had perhaps left too many babes 
on the government doorstep to be able to join with full fervour in the early 
attacks. Nevertheless the temper of the Opposition was clear and the assault, 
concentrating on Mr. Churchill, was pressed home. In every speech, almost 
in every question, charges of broken electoral promises were made. An in- 
cautious speech from the Government spokesman on the Second Reading of 
the Home Guard Bill provoked an all-night sitting, during which tempers ran 
high and Mr. Sydney Silverman, a turbulent Socialist member, was suspended. 
The storm raged, with a few interludes of good temper, till the Christmas 
recess. 

Never was heard such a terrible curse! 

But what gave rise to no little surprise, 

Nobody seem’d one penny the worse. 


Conservatives could not match Mr. Churchill’s magnificent indifference, and 
the back benchers were clearly ready for a scrap that their leaders were equally 
anxious to avoid. There seems little doubt that the next few months will be 
equally stormy. The Iron and Steel Bill, the Road Haulage Proposals, and the 
Budget are only the most obvious occasions. There will be many other oppor- 
tunities. But whether the Opposition’s tactics are wise when the country is 
weary of electioneering and politics is more doubtful. 


The Economic Position 


HE New Chancellor of the Exchequer (Mr. R. A. Butler) gave the 

House of Commons a grave review of the danger to the whole sterling 
area when he spoke during the debate on the King’s Speech. The full figures 
for 1951 show that we are facing the most serious crisis in the history of the 
sterling area. In the second quarter of 1951 the trading surplus was $54 
million. In the third quarter this had become a deficit of $638 million. 
October alone produced a terrifying deficit of $320 million, and the slight 
improvement in November and December ($444 million) brought little 
comfort. Too often in the past few years we have clutched at such straws, and 
relaxed our efforts. Including a payment of $176 million in loan service to the 





UNITED KINGDOM 153 


United States the deficit for the last quarter of 1951 was $940 million. All of 
this, with the exception of a $6 million remnant from Marshall Aid, had to 
be met from our gold and dollar reserves, which now stand at $2,335 million 
(£834 million). True our reserves have been lower when foreign aid cushioned 
our losses, but the rate of drain has never been so severe. The losses that 
drove the Labour Government to devalue the pound were far less heavy. 
Indeed our reserves will be exhausted altogether by August unless the flow is 
dammed. The import restrictions announced by Mr. Butler are not yet re- 
flected in the figures. On the other hand, the raising of the Bank rate from 
2 to 2} per cent and the other measures of monetary policy announced by the 
Government have already been surprisingly successful in restricting credit 
for non-essential purposes. The problem of course is not only one for these 
islands and we cannot solve it in isolation. The communiqué issued after the 
meeting of the Commonwealth Finance Ministers was, as usual, not very 
informative, but Mr. Butler described the London talks as “‘most successful’, 
and so indeed they seem to have been. The aim of ensuring that the sterling 
area as a whole will be “‘in balance with the rest of the world in respect of the 
second half of 1952” seems at first sight decidedly optimistic, especially since 
it is to include “at least a balance with the dollar area within the same period”’. 
Yet there are sound grounds for optimism, especially after the Prime 
Minister’s Washington visit, and it is clear from President Truman’s message 
to Congress that he too believes it can be done. Certainly the resumption of 
American buying is essential. There can, however, be no doubt that the real 
test of the Government’s courage in the trisis is yet to come. The final test 
will surely be the budget. 


Federation in Central Africa 


R. OLIVER LYTTLETON, the new Colonial Secretary, on Novem- 

ber 21 announced the Government’s attitude to the statement issued 
after the Victoria Falls Conference. Recognizing that African opinion in 
Northern Rhodesia and Nyasaland had declared itself in opposition to the 
Officials’ report, His Majesty’s Government nevertheless favoured federation 
subject to a number of safeguards. The most important of these were that 
questions of political status and land settlement in the two Northern terri- 
tories were to remain (subject to the final authority of the British Govern- 
ment) matters for decision by the territorial and not by the federal Govern- 
ments, and that the three territories were not to be amalgamated unless a 
majority of the inhabitants so desired. The conference is due to reassemble in 
London next July, but the problem is bound to be raised in Parliament long 
before the conference meets. Socialists are very sensitive about any proposals 
that seem to ignore African opinion, and equally incensed about the comments 
of Sir Godfrey Huggins, Prime Minister of Southern Rhodesia, on the 
Victoria Falls Conference and in particular on the conduct there of Mr. James 
Griffiths, then the Socialist Secretary of State. Moreover, Sir Godfrey’s 
jocular remark on his recent visit to London that it is absurd that someone 
elected to “look after the drains in Shoreditch” should have control over 
vast African territories is sure to add fuel to the flames. The argument will be 
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political rather than economic. It is doubtful to what extent vocal African 
opinion in the territories represents the mass of Africans, but it seems clear 
that the Nationalism of Nkrumah has a strong appeal. There will surely be a 
sympathetic response from many Socialists. Altogether a very difficult deci- 
sion for the Government to take, and one that seems now unhappily un- 
likely to be taken in unity with the Opposition. 


The Japanese Peace Treaty 


M®&® BEVAN did not remain inactive for long in the new Parliament. 
None of his group had offered themselves for election to the Opposition 
front bench. Speculation about their strength in the House of Commons 
varies between estimates of twenty and sixty. Midway between these guesses 
is perhaps about right. Mr. Bevan, shrewd politician that he is, knows how 
bitterly 1931 is remembered in his party. To split the party remains the 
unforgivable sin. The ground then had to be carefully chosen for the first 
demonstration by his supporters. The Japanese Peace Treaty Bill was a 
clever choice. True, Mr, Herbert Morrison had been responsible for it, but 
that was an added attraction : had not Mr. Bevan once described Mr. Morrison 
as a fifth-rate Tammany boss? Mr. Attlee and all the Opposition front bench 
were in honour bound to support the Government—all the better for Mr. 
Bevan. The debate expressed Socialist—and not only Socialist—fears of 
Japanese competition on unfair terms with our industries, in particular of 
course with textiles. Speaking from the Opposition front bench Mr. Anthony 
Greenwood (Mr. Arthur Greenwood’s son) showed a pathetic anxiety neither 
to repudiate Mr. Morrison nor to offend Mr. Bevan. Most of the Labour 
speakers took the same line and grasped gladly at the assurance that whatever 
their fears might be, the Treaty Bill could not include provisions that would re- 
strict Japanese manufacturers. Now that Japan contemplates dealing with the 
Formosa Government and Mr. Dulles has suggested “‘positive steps to assure 
the downfall of the present Moscow-dominated Government of China”, the 
Japanese Treaty will provide an excellent stick to beat the Government. Mr. 
Bevan perhaps was even cleverer than he thought. All the same, the real 
significance of the debate was that it was the first demonstration by his 
followers. Including the tellers, their amendment was lost by 384 to 35. 


The New Year 


HEN Parliament met again after the Christmas recess, the House of 

Commons was impatient to hear Mr. Butler’s second instalment of 
gloom, and the Opposition was eager to quizz the Prime Minister on his 
Washington visit. In the event both these proved strangely placid. Mr. 
Butler’s statement was the prelude to a two-day economic debate on a 
government motion. An Opposition amendment was duly moved and duly 
defeated, but it was the merest shadow boxing. Mr. Attlee and Mr. Gaitskell 
made no attempt to offer constructive proposals. Indeed the country’s econ- 
omy is so constricted that it is hard to find reasonable alternatives to Mr. 
Butler’s proposals. Britain’s objective is to reduce our deficit with countries 
outside the sterling area to £100 million in the second half of 1952. The cuts 
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in external expenditure, announced last November as £350 million, were to 
be increased to £500 million largely by running down stocks. Normal civil 
expenditure—reversing the trend for several years—was to be held at the 
same level. There were to be educational economies, but the period of school 
attendance was unchanged. Baulked of their prey here the Opposition turned 
with relish to rend the proposed charges in the Health Scheme, only to find 
that they were based carefully on their own proposals. Home investment had 
to be severely curtailed, and the restriction on hire purchase provoked a good 
deal of Socialist grumbling. The Opposition amendment complained that 
many of these proposals were “irrelevant, unnecessary and unfair”. These 
gestures beg the only important question: are the measures adequate ? Many 
Conservative back-benchers thought they were not, but the only fair verdict 
is the Scottish “‘not proven”. For this was only the second act of the play. 
The third act is the budget, and Mr. Butler’s surprise announcement that the 
date was going to be March 4 was generally welcomed. At least a term has been 
set to speculation. The debate was enlivened only by an intervention from 
Mr. Aneurin Bevan. His object was partly to claim that he had been right 
last year when he had said that the defence programme was dead, partly to 
take a side kick at the arithmetic of Chancellors of the Exchequer (and in 
particular of Mr. Gaitskell), partly to insult the Prime Minister, and partly 
to lay open claim to the leadership of the Opposition. It must be said that he 
succeeded in these diverse aims. Events are playing into his hands, and the 
publication of the details of the Health Service charges found him confident 
enough to issue his own press statement that the “free Health Service is 
dead”. There can be no mistake now. The cards are dealt and the chips are 
down. The struggle for command of the Opposition has been transferred 
from the private meetings of the Parliamentary Labour party to the floor of 
the House of Commons. Much more than the leadership of the Labour party 
is at stake. 

In its turn the Prime Minister’s statement was the introduction to a two- 
day debate on Foreign Affairs. Socialist comment had fastened on Mr. 
Churchill’s words to Congress that if a truce in Korea was reached only to be 
broken our response would be “prompt, resolute and effective”. This was 
held to be encouragement for the idea of an offensive war against the Chinese 
mainland. Mr. Churchill observed genially that he could of course have said 
“tardy, timid and fatuous”, but he thought his own words better. And, at 
least for the time being, that was that. 

On the whole the Government have every reason to be satisfied. They are 
not so unpopular in the country as they expected to be, nor so unpopular as 
they are fully prepared to be. They have at least a policy and a straight if 
difficult road to tread. The Opposition on the other hand are clearly unhappy 
and disunited. A Socialist party without a policy is in a very dangerous posi- 
tion. The pull of the left wing must be increasingly strong, but it is premature 
to assume that the party will be rent. Its solid bourgeois element is very 
strong. 

Conservatives see great possibilities in their new housing programme, in 
the almost complete absence of industrial disputes, in the increasing produc- 
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tion of the coal-mines. It would be far too optimistic to expect continued fair 
weather here, but at least the prophets of early woe have been confounded. 
The testing time is still to come, but the prospect is fairer than one dared to 
think it could be at the time of the general election. 


The Foreign Affairs Debate 


HE Foreign Affairs debate on February 5 and 6 probably marks the begin- 

ning of the end of the bi-partisan policy in Foreign Affairs. On the whole 
the Socialists were given consistent support for their foreign policy, but it was 
always an uneasy alliance and there is little doubt that in Opposition the 
Socialist left wing will seek to abrogate it. It seems clear that Britain now will 
have a stronger foreign policy. It is difficult, for example, to imagine that Mr. 
Herbert Morrison would have authorized the action at Ismailia. The Socialist 
criticism in the debate tended to centre upon the peace talks at Panmunjon and 
their fears that the American “war now against China” school would have its 
way. An official Opposition amendment adroitly gathered together the views 
of all sections of the Labour Party by “taking note” of the Foreign Secretary’s 
statement and policy with regard to Korea and China “but regrets the Prime 
Minister’s failure to give adequate expression to this policy in the course of 
his recent visit to the United States of America”. On a division the Amend- 
ment was... 





Death of the King 


T this point on February 5 the author sent his manuscript to the 

Editor of THE Rounp TABLE intending to complete his article at 
the end of the second day’s debate. In the early hours of Wednesday, 
February 6, King George VI died, and all parliamentary business 
ended. We are still too near to the tragedy to form any clear impression 
of what will follow, but the death of the best loved of all our Monarchs 
and the accession of the young Elizabeth the Second must surely change 
many things even in politics. What had already been written has not 
been altered. The Foreign Affairs Socialist Amendment (in effect, of 
course, a motion of censure on the Prime Minister) remains on the Order 
Paper and must be debated. The other great matters of controversy are 
postponed, not abandoned. And yet it is hard to believe that the country 
will look now, or for a long time to come, so indulgently on the 
squabbles of party politicians as they would have done before February 
6, 1952. 
_ Great Britain, 

February 1952. 











NORTHERN IRELAND 


igh the crisis for the United Kingdom centres upon the balance of external 
payments, in Northern Ireland it is already approaching the more advanced 
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stage of a depressed internal economy. Early last summer unemployment 
promised to reach by harvest-time its lowest point since the war, yet so 
rapidly have conditions changed that by now the record to be broken is at 
the other end of the scale. Last month 27,319 men and 19,946 women were 
wholly idle or suspended from work, an aggregate of 10 per cent of the 
insured population, which is unpleasantly reminiscent of the experience in 
the thirties. 

Initially this unlooked-for increase above the seasonal level has been due to 
the fall in demand at home and abroad for the linens, rayons and clothing 
which continue to be Ulster’s staple trade. But enough has also been seen of 
the metal shortage to show that the immediate problem is the impact on 
Development Areas of the new economic policy with its concentration on 
essential production. The Province is left to reflect that for all the expansion 
of the last fifteen years its industrial structure still lacks the flexibility 
required for such uneasy times. Between disinflation and deflation there has 
not so far been much difference. 

In this situation steel has become a key factor. Unemployment in textiles 
is mainly among women and can be endured so long as man-power is at 
work in engineering. But in heavy industry the outlook at the start of the 
rationing scheme is not encouraging. Little of local capacity is engaged on 
rearmament, shipbuilding stands relatively low in the list of priorities, and 
factories producing equipment for export and for basic services at home, 
though due to receive priority, could use twice as much steel as their alloca- 
tions for the first quarter. The shipyards at Belfast with a four-year programme 
of tonnage for British and foreign owners have had to pay off more than 
1,000 men. Clearly, much of the engineering industry will be forced to turn 
to defence work, yet so severe is the immediate shortage of steel that neither 
this nor a high proportion of export business can ensure that full employment 
will be maintained. The consequences for a region having an already large 
surplus of labour must inevitable be serious. 

The long-term view is no less uncertain. Northern Ireland with its need 
for more industries has for some time been ranked as the equivalent of a 
Development Area and has also been accorded special treatment by the 
Imperial Government to enable the leeway in its social and educational 
services to be made good. This leeway allowance, which relates to both 
capital expenditure and building materials, will be continued; but it can only 
be so fractional that, at least until the economic crisis has been resolved, the 
arrears are in danger of being lengthened. This would be a distinct set-back 
to the Northern Irish Government, whose post-war policy has had as its 
primary objective the achieving of a state of parity with Great Britain. 

The issue here involves the restriction of credits as well as the reduction 
of capital investment. Agriculture, the largest industry of all, depends on 
loan facilities, and the actions of the Chancellor of the Exchequer in this 
respect cannot fail to retard the rate of private trade and development. On the 
Government side, housing has been guaranteed to proceed as before, but 
plans for new schools and hospitals are already being curtailed. The pro- 
gramme of factory building, too, is affected by the fact that the allocation of 
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steel for structural purposes is not fully adequate for Ulster’s special require- 
ments. 

The representations now being made to the Imperial Government are 
therefore intended to secure more steel for manufacturing use to safeguard 
employment and more steel for new building to justify the term Development 
Area. A claim has similarly been advanced for the placing of more rearma- 
ment contracts. In shirt manufacturing this has been speedily met and the 
contracts issued during the past month will serve to keep factories in produc- 
tion that would otherwise be idle. 

The Imperial Government is conceding that in all suitable cases the 
Development Areas should receive preference, but this policy can be carried 
out only if the firms concerned can quote reasonably competitive terms. 
Such a limitation has prompted a revival of proposals that the Ministry of 
Supply should establish a Royal Ordnance factory to give Northern Ireland 
a fairer share of the industrial employment directly provided by the State. 
It is evident, however, that the scarcity of steel raises the most important 
questions, not the least difficult being whether shipbuilding at Belfast, on 
the grounds of the local employment situation and the lack of alternative 
means of absorbing displaced labour, should receive more than yards else- 
where. On the other hand, where heavy industry is making munitions and 
goods for export there are felt to be good reasons for Ulster to be supplied 
with the relatively small extra amounts of steel required to keep up full 
production. 

The sudden deterioration in the economic scene, the realization that the 
decline in the sales of linen abroad and at home will be hard to retrieve even 
under the stimulus of a new export drive, and the threat of unemployment 
rising to heights not known since before the war have combined to cloud 
the New Year. Only a few months ago the expectation was that rearmament 
would create many new jobs for men, and the course of events has thus been 
all the more disappointing to a community which, understandably enough, 
finds itself more concerned with local affairs than with the greater crisis | 
bearing on the country as a whole. The Government has not been slow to 
recognize that the Province may be hard hit, but beyond bringing pressure 
to bear on Departments in London it has only a limited ability to avert the 
worst of the storm. What now remains to be seen is whether the Imperial 
Government accepts full responsibility for this part of the United Kingdom. 
On this aspect of economic development it has sometimes been questioned | 
whether Northern Ireland has fared as well under local self-government as it 
might have done as a Development Area in the care of the Board of Trade, 
the more so since the ratio of unemployment, even allowing for the agricul- 
tural background, has not been reduced to an extent comparable with 
Scotland or south Wales. The practical nature of Devolution is thus being 
submitted to a new test. 


Northern Ireland, 
Februaty 1952. 
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ECONOMIC REALITIES 


T is interesting to watch the slow and painful but sure infiltration of 

realism and common sense into Irish politics. Our politicians, largely 
through habit, or perhaps because they have nothing else to say, continue at 
appropriate moments to talk like well-trained parrots about the necessity for 
abolishing Partition and reviving the Irish language. But it is clearly recog- 
nized that these traditional oratorical exercises are indulged in purely out of 
deference to convention, or perhaps more often through mere laziness. 
They are certainly not the result of original thought, for most of the orators 
would readily admit in private that Mr. Costello has succeeded in making 
Partition permanent, and that their lip-service has only resulted in virtually 
killing the Irish language. An amusing proof of this latter fact was given at 
the recent convention of the Fianna Fail party. When a motion calling for 
greater efforts to revive the language was put to the meeting in Irish a few 
hands were raised in favour, but when the chairman repeated the proposition 
in English everyone, amidst laughter, voted for it. The average voter, 
however, having more sense than his mentors, is principally concerned about 
such practical questions as the rise in the cost of living, the increase of wages 
and the possibility of more taxation. He is also beginning dimly to realize 


that a small defenceless republic on the western fringe of Europe cannot 
retire to slumber among the Atlantic mists without the risk of a rude 
awakening. The more intelligent politicians have perceived these trends of 
thought and are altering their course accordingly. 


The Central Bank Report 


GOOD example of this new tendency is to be found in the public and 

protracted debate on the annual report of the Central Bank and the 
White Paper on External Trade published at the end of October. These 
documents dealt with the vital economic problems recently referred to in 
these columns.* The Bank Report, which is a statutory document signed by 
the Governor, Mr. Joseph Brennan, stated categorically that the nation is 
“living beyond its means” and “the fact should be faced that the existing 
standard of living is not sustainable”. It pointed out that the balance of 
payments had worsened from a probable slight surplus in 1938 to a deficit 
of £30 million in 1950, the fourth successive year for which a deficit had 
been shown. The long continuance of this deficit position and the progressive 
weakening of the national economy by the loss of external reserves and the 
incurring of foreign debt had, the report stated, reached a stage where 
measures directed to the restoration of stability had become an urgent 
necessity. It emphasized that the major causes of the deficits were to be found 
in factors which had no self-adjusting character but which on the contrary 

* See THE Rounp TaBLe No. 165, December, 1951, pp. 60 e¢ seq. 
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threatened to aggravate the disequilibrium along lines of open inflation, and 


that the deficit situation was not merely a passive reaction to the pressure of 
import prices but had a dynamic character deriving its momentum from 
elements of instability in the internal financial and economic sphere. It 
pointed out that the volume and turn-over of money had been steadily 
increasing and that the great expansion of purchasing power thereby 
rendered possible was being devoted to maintaining a relatively high standard 
of living which made a heavy demand on consumer goods, both domestic 
and imported, and left an inadequate margin of current savings. The position 
had also been aggravated by the failure to increase the volume of the net 
output in agriculture and by large increases in the volume of central and 
local state expenditure, as well as by the means adopted to finance it. To meet 
this grave situation the report recommended drastic economy in public 
expenditure; the reduction or removal of subsidies; fiscal measures to curb 
inflation, balance the budget and restrict improvident spending ; the stoppage 
of further wage increases, and the rigorous restriction of bank credit for 
non-essential purposes. The present economic picture was, it concluded, one 
of high consumption, high investment and low savings. These three factors 
in combination, when related to the factor of external disequilibrium, created 
a situation which, if not effectively redressed, would entail continuing 
pressure against the value of the Irish pound and its inevitable reflection in 
high domestic prices. Remedies could be sought under all or any of the three 
heads. The fundamental remedy, however, lay in better export capacity with 
some help from the replacement of imports on a genuinely economic basis. 
Export development was a somewhat slow process and it was necessary 
during the period of waiting for its full fruits to confine the demand for 
imports within the limits set by existing possibilities. Pending the achieve- 
ment of better export capacity it would be necessary in the Bank’s view to 
rely on the expedients indicated for the maintenance of reasonable internal 
and external stability. 

These conclusions of the Central Bank were reinforced by the White 
Paper on External Trade issued shortly afterwards by Mr. Sean Mac Entee, 
the Minister for Finance. This pointed out that the lack of balance in our 
external trade was “‘unique in Europe” and approached only by Greece. The 
increased trade deficit had, it stated, been due predominantly to heavier 
imports of consumer goods and of raw materials intended for their manu- 


facture. Imports of producers’ capital goods had increased only slightly, and | 


not more than {10 million at the outside was attributable to stock-piling. 
The unavoidable conclusion was that substantial relief to the balance-of- 
payments deficit could only be achieved by importing less. Assuming an 
uninterrupted flow of imports the White Paper forecast that even on favour- 
able assumptions the deficit on balance of payments for 1951 was likely to be 
in the region of £70 million. The purchasing power of the remaining gross 
sterling assets of the community, excluding holdings accumulated by incur- 
ting debt, would then be equivalent to only about two years’ purchase of 
imports. 
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The drastic economic medicine prescribed by the Central Bank was 
naturally not welcomed by the politicians. The Government, which is un- 
fortunately dependent on a few uncertain Independent votes, could hardly 
afford to embark on such a heroic policy; while the Opposition, which 
has consistently preached that there is no crisis at all, and that we should 
repatriate our sterling assets with all possible speed, could never obtain 
agreement amongst its motley following on a policy which called for 
stabilized wages and reduced imports. Neither of the principal party leaders 
has unfortunately any real interest in or knowledge of economic questions. 
Mr. de Valera has always eschewed economics, while Mr. Costello is in such 
matters merely a barrister speaking from a brief. The real champions on each 
side were Mr. Sean Lemass, the deputy Prime Minister and Minister for 
Industry and Commerce, a shrewd and daring politician with a business 
background, and Mr. Sean Mac Bride, formerly Minister for External 
Affairs, who has astutely seized on the question of repatriating our sterling 
assets as a plausible battle-cry to revive his drooping political fortunes. 

The Opposition, no doubt misled by the views expressed in the Govern- 
ment White Paper, apparently assumed that the latter intended to carry out 
the policy recommended by the Central Bank. Mr. Mac Bride, speaking at 
Limerick on November 4, claimed that vast sums had been lost from our 
£350 million of sterling assets as a result of the disastrous slump on the 
British Stock Exchange. He did not, however, explain his own Govern- 
ment’s failure to repatriate these assets during its three years in office, nor 
where they could have been invested in Ireland had they been repatriated. 
Instead of seeking to depress the conditions of the producers the aim, Mr. Mac 
Bride said, should be to increase production by improved methods, better 
plant, initiative and a greater degree of investment. In the industrial field 
they should aim at the creation of industries which would provide an export- 
able surplus. He was surprised to find that the Government had apparently 
accepted the policy handed to it by the Central Bank. Mr. Costello, speaking 
at Cork on the same day, proceeded to give the Central Bank experts the 
lie direct by repeating his claim that no crisis existed. All that was wrong, 
he insisted, was “a temporary disequilibrium in the balance of payments” 
made inevitable by the repatriation of capital during his administration. He 
apparently overlooked the fact that the net addition to our capital equipment 
from recent imports has been small indeed. He said that increased taxation 
should not be imposed as a remedy for excessive consumption. In taking this 
view he ran counter not only to the views of the Central Bank but also to 
those of his former allies, the Irish Trades Union Congress, who favour a 
purchase tax. The T.U.C. in an official statement objected, however, to the 
other remedies proposed by the Central Bank on the grounds that they 
would mean unemployment, a cut in consumption, lower real wages, 
increased taxation, removal or reduction of subsidies, restriction of the 
capital investment programme and a standstill in wages. It would, they 
claimed, be the height of folly for the Government to permit the injunctions 
of bankers, or the restriction of credit by the banks, to impede or obstruct 
the full implementation of capital development. Now was the time for 
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boldness, not caution. As regards wages they stated that the Bank Report 
was “anti-social and reactionary” and any attempt to apply its views would 
“meet with the utmost resistance of which the trade union movement was 
capable”. As a remedy for the deficit they suggested reduction in luxury 
imports, the increased use of home-produced raw materials and manufactured 
goods, and a vigorous policy of industrial development. 


The Government’s Policy 


M& LEMASS was, however, equal to the occasion. While the Opposition 
with “their war horns blowing and their war drums drumming” 
deployed for the attack on the Central Bank redoubt they suddenly discovered 
that its supposed ministerial defenders had vanished, and that Mr. Lemass 
himself, like the Duke of Plaza Toro, was leading the attack on the Bank’s 
policy from behind their serried ranks. Speaking in the Dail on November 7, 
when he introduced a Bill to provide for the administration of rationing and 
social services, he denied that there was an economic crisis while admitting 
that there was an economic problem. To meet this situation, he said, greater 
production would be required, as well as import taxes and more personal 
saving. A ten-years’ plan was on hand for large-scale investment in electrical 
plant, which would cost £40 million, while plans for the development of 
turf resources and shipping were also under consideration. Since his speech 
the Government has imposed a customs duty of 75 per cent (50 per cent 
preferential) on imported clothing as a first instalment of this policy. The 
Central Bank, Mr. Lemass reminded the House, was entitled to air its views, 
and if the Opposition objected they might remember that during their term 
of office they had confirmed the appointment of Mr. Brennan as Governor. 
The Bank’s views, however, were its own. “I want to emphasize”, Mr. Lemass 
said, “that the line which the Government intends to follow is diametrically 
opposed to that which the Central Bank suggests.” The Government’s policy 


was, it seemed, as simple as that. The Central Bank, he said, claimed that the | 


solution was to cut down consumption, but the Government believed the 
solution was to increase the level of production. He was in almost complete 
agreement with the comments of the T.U.C. on the Bank’s Report. He cer- 
tainly agreed with their advocacy of a policy of expansion of production and 
the adoption of measures to increase employment. 


He did not, however, believe that a purchase tax on the British model was | 
applicable to our circumstances, which were quite different. Taxes on home- 


produced luxury goods of any kind would only increase unemployment. 
Even the ranks of Tuscany could scarce forbear to grin when he compared 
Mr. Costello to the workman who had fallen off a skyscraper and who 
shouted as he passed the twentieth story “I’m all right yet”. That, he sug- 
gested, was the Opposition’s view of the present situation. The level of 


personal saving in 1950 was only 6 per cent of the national income, far too | 
low to permit of an expansion policy. At the rate we were now spending, 


our external assets would be used up in five or six years, and if nothing was 
done now there would be a very real crisis then. Altogether Mr. Lemass’s 
speech was one of the most significant made in the Dail for a long time, but 


“OO tb dadmntoinmhre 


~~ ea -@ = A — wR SO Pe’ FS TO 


ai 


ne 


> See ae ae eS 





IRELAND 163 


in spite of its cleverness it disclosed the Government’s failure to agree on a 
firm and decisive economic policy, and the Opposition’s failure even to 
envisage one. Under such circumstances it is not surprising to learn that 
the Irish Government did not take part in the conference of Commonwealth 
Finance Ministers concerning the sterling-area position, although of course 
we shall be vitally affected by its decisions. They have, however, with a great 
flourish of trumpets established a new board for fostering our virtually non- 
existent dollar exports, and propose to spend £2 million on encouraging 
industrial development in the “depressed areas” of the West. 


Candid Criticism 


HE most valuable criticism of the Central Bank Report came from non- 

political sources. Mr. Robert E. Whelan, the President of the National 
Agricultural and Industrial Development Association, who is a prominent 
business man, pointed out that there was already a serious slump in Irish 
trade and that unemployment and emigration were increasing. The cost of 
government must, he said, be substantially reduced. To duplicate the 
machinery of government was grossly inefficient, and no serious effort had 
been made to introduce modern administration and efficiency into govern- 
mental management. It was nonsense to suggest that it could not be done. 
Apropos of Mr. Whelan’s criticism is the current Dublin story about the two 
lions who escaped from the Zoo. Meeting after a few days, the one fat and 
well fed the other lean and hungry, the well-fed lion attributed his condition 
to the fact that he had got into Government Buildings and eaten a well- 
nourished civil servant every morning. “But,” he added mournfully, “I’m 
afraid my number is up, for yesterday I ate the girl who makes the tea and 
now the Civic Guards are after me.” 

There was no such thing, Mr. Whelan insisted, as an Irish pound, and it 
was profoundly misleading for the Central Bank to suggest that there was. 
The Government had no control whatever over the currency position and 
therefore had no power to affect the cost of living, inflation or deflation, 
valuation or revaluation, The Government’s power affected only the 
incidence of impact of the currency position as between individuals and 
classes within the country. The fact that the Republic was part of the British 
currency area was the deliberate decision of all the Irish Governments since 
the Treaty of 1921. It represented, he said, the wishes of the Irish people 
democratically expressed. No political party and no politician could avoid 
responsibility for the position or blame an opponent. It would be impossible 
at the moment to change the currency position. The Republic had virtually 
no assets whatsoever on which to base an Irish currency except the declining 
sterling balances, and it would be a technical impossibility to exchange them 
into gold or hard currencies. The balance-of-payments position could be 
improved, he added, by severe restrictions on imports, but to talk of exports 
to hard-currency areas and an increase in production was unrealistic. It 
would take many years to build up even a small export trade with dollar and 
hard-currency areas, and increased productivity was virtually an impos- 
sibility owing to lack of skilled labour. It was essential, if even the present 
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production was to be maintained, that steps should be taken to stop the 
further emigration of productive workers. Mr. Whelan’s pregnant criticisms 
were naturally ignored by the politicians. 

The best summing up of the whole matter was, however, made by Pro- 
fessor George O’Brien, who holds the chair of National Economics in the 
National University. Speaking in the Senate on December 12 Professor 
O’Brien said that there were three ways of approaching the problem. The 
first was technical—the way of the Central Bank’s Report, or rather of its 
misguided interpreters. It tried to fit human beings into the confines of rigid 
theory. Were such a policy to be adopted the coroner’s verdict would be 
that the operation was successful but the patient died. The second way was 
unrealistic. Phrases like “the repatriation of sterling assets” were bandied 
around by people who had little knowledge of the issues involved. Only the 
third, the political, approach could hope to provide a solution, the word 
“political” being used in its proper sense as “the science of the possible”’; 
the relation between what we should do and what in fact can be done. The 
basic problem, Professor O’Brien said, was the deficiency of current saving. 
An attempt had been made to explain away the fact that the nation had been 
living beyond its means by pointing to the repatriation of capital, stock-piling 
and the purchase of essential consumer goods. These mitigated but did not 
condone the offence. We were in fact living beyond our means and this could 
not continue. As for the suggestion that we were wise to convert our savings 
into goods because sterling was depreciating—all other currencies, including 
dollars, had depreciated too. 

Reviewing possible remedies Professor O’Brien curtly dismissed the idea 
that our problems could be solved, in accordance with Mr. Mac Bride's 
plausible formula, by a break with sterling. If there was any change, he said, 
it would be the Irish pound that would fall. Such a step would not bring 
about any immediate improvement in exports, and imports of course 
would fall. The cost of living would therefore rise. Restriction of bank 
credit, if judiciously applied, he looked upon with more favour. It was, 
however, on the budget that the Government would have to rely if equili- 
brium was to be restored. The most urgent task was to reduce current 
expenditure—internally by a reduction of subsidies and externally by 
curtailing imports. These were, however, only short-term solutions. In the 
long run the country’s main need was to expand agricultural production. 
He approved Mr. de Valera’s view that in present circumstances quick 
returns from good land were more valuable than slow returns from poor 
land under Mr. Dillon’s reclamation scheme. To adjust scarce resources to 
competing needs in such a way as to get more intelligent and remunerative 
results was, he urged, the immediate objective. On this priority list goods for 
export came first, and substitutes for imports second. Foreign investors 
should be encouraged, not deterred. Loans free of tax were one possibility, 
a state lottery another. External reserves should be used, but not used up— 
a distinction with a difference. The Central Bank should invest, say, 20 per 
cent of its funds at home. In any case investment ought not to be financed 
out of taxation. Taxes should be used to balance the budget only. Professor 
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O’Brien’s lucid, logical and constructive speech was undoubtedly the best 
contribution to this important debate. It justified the existence of the Senate. 
It also made it clear that on the application of business and scientific methods 
to agriculture the solution of our economic problem ultimately depends. 
The liberty and prosperity of our country are based not on political slogans 


but on economic facts. We can only continue to ignore this truth at our 
il.* 
peril. 


Ireland and Europe 


HE timorous approach to our economic problems in the Dail had its 

counterpart in the retrograde declarations of our delegates at the Council 
of Europe. Mr. Mac Entee, the Minister for Finance, told the Consultative 
Assembly at Strasbourg on November 28 that the tendency of Ireland would 
be to adopt a similar attitude to Britain in regard to European federation. 
Ireland, he said, was proud of its contribution to the preservation of learning 
and the propagation of Christianity in Europe, but they were no less proud 
of the part they had played in shaping the British Commonwealth. Like the 
British they had a stake in the Commonwealth which they would not lightly 
abandon for a place, perhaps a lightly regarded and completely impotent 
place, in a rigid European federation. The “closest possible association with 
the European continental community”, suggested by Sir David Maxwell 
Fyfe, resembled, he said, Mr. de Valera’s concept of “external association” 
between Ireland and the Commonwealth. It offered a practical basis for the 
fruitful co-operation between the States who desired to be federated and those 
who felt that the obstacles in the way of political federation were insuper- 
able. Mr. Mac Entee did not explain why we had ceased to be even “‘extern- 
ally associated” with the Commonwealth, at whose councils alone we might 
hope to exercise any influence. In fact he seemed to assume erroneously that 
this association still existed. During subsequent debates in the Assembly other 
Irish delegates emphasized these views and indicated our opposition to the 
proposals to set up a European agricultural authority and to lower tariffs. 
Senator W. B. Stanford of Trinity College, Dublin, however, struck an 
original and necessary note when he sharply criticized recent American 
interference in European affairs. The American representatives, he said, did 
not seem to understand what it means to bea European. Cultural and religious 
matters were as dynamic in European affairs as economics and sociology. 
He thought America should learn to appreciate and accept European 
methods. On the whole the contribution of our representatives to the Stras- 
bourg debate proves, as was to be expected, that we are even more conserva- 
tive and insular than the British and that, however much we may protest 
about our European outlook, we have no intention of taking any effective 
part in European affairs. We are, and will remain, politically and mentally 
what nature has made us physically, “‘an island beyond an island”. 

Ireland, 
February 1952. 


* The most recent statistics show a serious decrease in crop and livestock produc- 
tion during 1951. We are also importing butter from New Zealand. 
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THE GENERAL ELECTION 


HE general election of 1952 may be regarded as India’s political coming- 

of-age. Up to the time of writing it has been an extremely well-behaved 
and decorous celebration, completely belying earlier fears that the hustings 
would too often be the scene of rioting and bloodshed and that much of the 
polling might be done under duress. Apart from any other consideration, the 
election has been an achievement in organization on which the authorities are 
entitled to the highest praise. The machinery—in which here, as elsewhere, 
the constituency returning officers are the key men—does not of course work 
so quickly as in Britain; but it has kept abreast of its own time-table, and al- 
ready it is possible to discern in broad outline what the result of the country- 
wide contest is likely to be. As in Britain, polling in each constituency has 
been limited to a single day, but not to the same day in all constituencies. Time 
taken for counting the votes varies considerably, and is very much slower 
than it would be in Britain, which is due partly to the fact that the returning 
officers’ staffs are very largely new to the job, but also to the size of the con- 
stituencies and the multiplicity of candidates. It is quite common for half a 
dozen candidates to be fighting a single-member constituency with a quarter 
of a million or more names on the electoral roll. By the standards prevailing 
elsewhere in the Commonwealth, many of the constituencies are enormous, 
particularly those for the House of the People as the new central parliament 
in New Delhi is to be called. For instance, in Bombay State an average con- 
stituency contains some 350,000 voters, of whom more than half appear to 
have taken the trouble to exercise their suffrages. Standing on the Congress 
ticket, India’s Finance Minister, Sir Chintaman Deshmukh, who had a major- 
ity over his Peasant and Workers party opponent of more than 40,000 in the 
Kolaba division of Bombay, polled no less than 112,873 votes, which would 
have been the voting strength of a fair-sized two-member constituency in 
Britain. Dr. Ambedkar, the Scheduled Castes leader, was defeated by a Con- 
gress candidate by 137,950 votes to 123,575 votes. These are but two of the 
many examples (their names being chosen because they are well known out- 
side India) that might be cited in proof of the magnitude of this most impor- 
tant exercise in democracy, which stands in welcome contrast to the semi- 
anarchical conditions in which the business of government is today carried 
out in many countries in the eastern hemisphere. The fact is that, over the 
years, India has achieved a degree of political maturity which is still lacking 
in many of the Asian nations and not a few European as well. 


So much for the mechanics of the general election. Politically the occasion 
has been dominated by the single, outstanding and ubiquitous figure of Mr. 
Jawaharlal Nehru, who in nine weeks of electioneering travelled 26,000 
miles by air alone, apart from shorter journeys by rail, motor and other forms 
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of transport. He made speeches to an average of five public meetings per day, 
and it is estimated that 35 million people from the big cities down to the smal- 
lest hamlet in the land heard their Prime Minister’s addresses during the 
course of his tour. The State-owned All India Radio, which is operated as a 
department of the Ministry of Information, permitted no party broadcasts or 
other forms of political propaganda. But an immense amount of paper and 
petrol have been consumed during the campaign, which has been by no 
means inexpensive from the point of the individual candidate. To fight a 
seat for the House of the People might cost, in one way or another, the rupee 
equivalent of between fifteen hundred and two thousand pounds, most of 
which has to be found by the candidate himself. Campaigning for the State 
legislatures has been on a cheaper financial basis. Except for the mass meet- 
ings addressed by the leaders of the various parties, the number of large 
gatherings has been small, and individual candidates have relied chiefly on 
canvassing and personal contact with the electorate. Throughout the election 
the daily newspapers have been given an extra ration of newsprint. So far as 
is humanly possible there has been a fair field for everybody, including the 
Communists who, among the smaller parties, have shown considerable tacti- 
cal skill in concentrating their forces at points at which they had a reasonable 
chance of success. 


The Prime Minister 


NCE again Mr. Nehru has proved himself the Cengress party’s biggest 
single advantage. Many people questioned the wisdom of his taking over 
the party’s presidency last autumn, but the course of the election has proved 


how wise his decision was. Whilst all the other parties (and there are plenty of 
them) have been propounding lengthy, complicated and doctrinaire pro- 
grammes, Nehru has kept his appeal down to a few simple points: on the 
economic side the Five Year Plan; in the political sphere the maintenance of 
the secular state, no irredentist claims against Pakistan, peace at home and 
abroad, no foreign “entanglements” and a further five years of office in 
which the Congress will seek to consolidate and extend the blessings of in- 
dependence. The Prime Minister is frequently accused of being vague and 
elusive in his pronouncements, and in the most general sense this is true. 
But throughout the election he has shown himself a shrewd and practical 
leader, and in those places where the Congress has suffered a set-back the 
reasons are to be found in local rather than national circumstances. 

That the Congress party has fallen heavily from grace in South India can- 
not be denied, and its candidates for the Madras and Travancore—Cochin 
State Assemblies have sustained some notable defeats, though as a group they 
remain numerically the largest in both legislatures. In the elections for the 
375 seats in the Madras State Assembly, of the 252 results so far known, only 
108 have gone to Congress. Up to the moment of writing six Ministers have 
lost their seats. Communists and associated candidates of the Left have won 
36 seats, the Socialists have secured 10, Acharya Kripalani’s K.M.P. can- 
didates have got 20, the Tamil-Nad Toilers party 13 and Independents 41. In 
Travancore—Cochin, where all results have now been declared, Congress has 
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secured 44 seats in a House of 108, 12 seats going to Socialists, 32 to Com- 
munists and their associates, 11 to Independents and 9 to Toilers and others. 
Throughout South India there has been a pronounced swing to the Left, and 
though it is probable that Congress administrations will be formed in both 
the above-named States, with the aid of minority groups, the shifting loyalties 
of the splinter parties are not likely to make for parliamentary stability. Much 
the same story is to be told of neighbouring Hyderabad, where, of 158 results 
declared for a House of 175, 47 have gone to the People’s Democratic Front 
(Communists) and other left-wing groups. 

Three main reasons are given for the defection from Congress in this part 
of India. Throughout the South the food situation has been more precarious 
than anywhere else in the country and for a longer period of time. There is no 
doubt that the failure of the State administrations to tackle the food problem 
effectively has drawn votes away from the Congress party. There is also grow- 
ing dissatisfaction over prohibition, particularly in the Madras rural and coast 
areas. The local Congress parties themselves are split into disputing factions 
claiming a redistribution of States boundaries on a linguistic basis, the central 
demand being for the creation of a separate Andhra province. In Hyderabad, 
Communism acquired a strong footing some time ago in the Telengana area, 
and land had already been expropriated in favour of the peasants by terrorizing 
the landlords of the area. Finally, all reports show that the Communists 
worked harder and probably more intelligently than some of their opponents. 
Congress has a chance to redeem its reputation in the new governments that 
will shortly be formed in these States, and for the purpose of improving ad- 
ministration and raising the party’s morale the election shakeout may well 
prove to have been a good thing. 


Undertow to the Left 


ie other parts of the country the Congress victory has been solid and com- 
plete. The party has been returned with overwhelming majorities in the 
States legislatures of Bombay and Madhya Pradesh, and though the figures 
are not so impressive elsewhere, and there are still many results to come, the 
positions of the respective parties show Congress maintaining a sufficiently 
big lead over its rivals to guarantee a continuance of Congress Governments 
in all, or nearly all, of the twenty-two A and B class States enjoying repre- 
sentative self-government within the Indian Union. Equally, in the House of 
the People (489 seats) the next Congress Government should be sustained by 
a majority of least two-thirds over all other parties. Of the 136 results so far 
declared, Congress candidates have won 98 seats. Nine have gone to Com- 
munists and their fellow-travellers, a dozen to Independents and the rest to a 
miscellaneous selection of odds and ends. When it is possible to collate all the 
returns it will be instructive to measure the total individual votes for and 
against the Congress party. 

Except in Madras where, in the absence of a clear Congress majority, the 
Communist party is seeking to form a Government from a coalition of parties 
of the Left, the latter’s representation at the Centre and in the State Assemblies 
cannot as yet be regarded as of much more than a token character, But a token 
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of what? That is the question which students of Indian politics are today 
asking themselves. Though small in number, the representatives of the ex- 
treme Left who have been returned to the legislatures are certainly more than 
the Communists themselves had expected. To that extent the party is con- 
siderably encouraged, and will doubtless use the opportunities of parliamen- 
tary opposition to good propaganda advantage and, for as long as it suits, to 
demonstrate its faith in representative government. Congress has so far 
governed India through the iegislatures, but without an effective opposition. 
The advent of a heterogeneous assortment of left-wing parties who, though 
not very constructive, may none the less be expected to be highly critical, will 
help to keep the governing party more on its toes than hitherto. On a longer 
view, the lesson of the elections would seem to be that in India, as elsewhere, 
the voter is not greatly attracted to the middle-of-the-way parties, which in 
this country are represented by the Socialists and their next of kin the K.M.P. 
and the like. In future party groupings Congress will be seen as the party of 
the Right, and it is highly improbable that there will be any significant politi- 
cal growth any further to the Right. Whether the Communists are to be the 
party of the Left in India’s political destiny depends on many factors, not 
least the ebb and flow of Communist progress elsewhere and particularly in 
Asia itself. For the moment the Communists represent the hard core of left- 
wing parliamentary strength; it is they alone who are likely to hold together 
and to lead in parliamentary opposition the bewildering medley of other 
revolutionary groups—the Forward Bloc, Marxists, the Revolutionary 
Socialists, the Socialist Revolutionaries and so on. 


Quite clearly a big responsibility, and big opportunity, await the next 
Congress Governments. With the Opposition parties formed as described 
above, the political undertow is towards the Left, and it seems probable that 
Mr. Nehru will himself have to make some concessions in that direction to 
maintain his hold on the masses. Alternatively the new Congress administra- 
tions will have to show a greater zeal for efficiency and economy than has so far 
been the case, for the quality of government remains as important as the 
objectives of policy in a country of low economic standards and a long tradi- 
tion of personal rule. Mr. Nehru has received a clear mandate from the 
electorate and much will depend upon the manner in which he chooses to 
execute it. The Congress party has spent the last four and a half years un- 
learning the habits of an irresponsible opposition and acquiring the arts of 
government. During the next five years it will require to translate knowledge 
into action. 


India, 
February 1952. 
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LIAQAT’S SUCCESSORS 


7° very soon became apparent that if the assassin of Liagat Ali Khan had 
any organized body of supporters at his back, that organization was not 
going to follow up its initial success by any attempt at a coup d’éfat or at pro- 
moting any sort of internal disturbance. The new Government of Khwaja 
Nazimuddin got down to work quickly and smoothly, and the political 
atmosphere of the last three months (except in the province of Sind) has been 
surprisingly tranquil. 

As a matter of fact, however, the public is still completely in the dark as to 
the motives and connexions of the fanatical Said Akbar, for the evidence 
publicly recorded by the Rawalpindi Assassination Inquiry Commission has 
thrown no light on the subject. Some evidence has, of course, been taken in 
camera and it is possible, and indeed probable, that Government by now 
know much more than has been revealed. In any case, there have been no 
further arrests, from which it can reasonably be inferred that no sensational 
evidence of a widespread plot has come to light. 

The new Central Cabinet enjoys general confidence in Pakistan. There 
seems to be a growing conviction that Khwaja Nazimuddin is the man of the 
hour and that the destinies of Pakistan are safe in his hands, if only because he 
commands a greater measure of trust and respect than any other politician in 
the length and breadth of the country can aspire to. On the economic side, 
the finances of Pakistan could not be in safer hands than those of Mr. 
Mohammed Ali, while Mr. Fazlur Rahman, who has been entrusted with the 
portfolio of Economic Affairs in addition to that of Commerce, has during 
the past four years acquired a reputation for solid common sense and com- 
mercial foresight; whether by good luck or by good judgment his policy, 
particularly in respect of import control and jute and cotton exports, has had 
the virtue of being almost as uniformly successful as any Commerce Minister 
in any country could hope in these difficult times. The Prime Minister’s 
brother, Khwaja Shahabuddin, has been given the difficult assignment of the 
Governorship of the North West Frontier Province, while his place as 


Minister for the Interior has been taken by the able Mr. M. A. Gurmani. 
Sardar Abdur Rab Nishtar may be expected to do well as Minister for 
Industries, while his place as Governor of the Punjab has been taken by Mr. 
Chundrigar, lately Governor of the North West Frontier Province. For the 
present at any rate the team is to all appearances working well. 


Provincial Politics 


HILE, however, the Centre is sound, provincial politics continue to 
afford painful evidence that the standard of public life in Pakistan is by 
no means all that it should be. The Public and Representative Offices’ Dis- 
qualification Act, familiarly known as “Proda”, is the machinery by which 
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the Central Government attempt to keep corruption, nepotism and other 
forms of misconduct in high places under control, and this has been very 
much in the news in the last few months. In East Pakistan, after a Proda 
inquiry conducted by two High Court judges and lasting for nearly a year, 
Mr. Hamidul Haq Choudhury, the former Finance Minister, was found 
guilty of misconduct, jobbery and nepotism on thirteen charges. The 
Governor General consequently passed an order debarring him from holding 
public office for six years. In Sind the Act was put to somewhat farcical uses : 
provided they deposit a certain sum of money as a guarantee of good faith, 
private persons are permitted to lodge Proda petitions against holders of 
public office, and the various factions into which the Sind Ministry had split 
made full use of this weapon. The consequence was that Proda petitions were 
lodged against all the Ministers of the Sind Cabinet except one, Mr. Khuhro 
the Chief Minister being himself the object of three such petitions. After 
preliminary inquiries the Governor decided that inquiry commissions should 
be appointed in two cases, incluing one of the cases in which Mr. Khuhro 
was involved, and the Provincial Government was eventually, and very 
necessarily, dismissed. Governor’s rule under section 92 of the Constitu- 
tion Act was then imposed upon the province. It will be recalled that Mr. 
Khuhro has previously, in his chequered career, been disqualified from 
holding public office, having been found guilty by an inquiry commission on 
no less than sixty-two charges of misconduct. 

The holding of general elections in the North West Frontier Province, 
under universal adult suffrage, formed an important landmark in the history 
of that province. The elections were keenly contested but resulted in an easy 
victory for the Muslim League, which is still the party which commands the 
loyalty of the majority of Pakistanis. The League won sixty-seven seats in a 
House of eighty-five, and most of the thirteen Independent members elected, 
who consist of persons who had failed to gain the Muslim League ticket, have 
since joined the Muslim League party. The main opposition was provided by 
the Jinnah-Awami League, which, however, succeeded in gaining only four 
seats. Although the results of these elections were generally welcomed in 
Pakistan, particularly because they were hailed as proof that the Afghan- 
sponsored “‘Pathanistan” or “Pakhtoonistan” stunt carries no appeal for the 
Pathans on the Pakistan side of the Durand line, certain misgivings were felt. 
Two prominent Muslim League candidates, who were personally opposed to 
the Chief Minister, Khan Abdul Qayum Khan, had withdrawn when they 
found the elections going against them, and loudly protested that improper 
influence had been brought to bear on the voters and that the elections had 
been unfairly conducted. One of the discontented persons held the important 
position of General Secretary to the All-Pakistan Muslim League, and he 
gave notice that he would raise the whole question at the next meeting of the 
Muslim League Working Committee. There were grounds for fear, therefore, 
that an awkward split might develop between the All-Pakistan Muslim League 
and the North West Frontier Province Provincial Muslim League Council. 

In the Punjab the first important step in carrying out the programme 
of agrarian reforms, to which Chief Minister Mian Mumtaz Daultana has 
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Legislative Assembly of the Punjab Tenancy (Amendment) Bill. The main | 
provisions of this measure were that the occupancy tenants should be con- | 
verted into full proprietors; landlords owning more than 100 acres of land | 
would not be permitted to cultivate more than 50 acres of irrigated land | 
personally; and the tenants’ share of the produce would be three-fifths and | 
the landlords’ two-fifths, as against the equal division which was previously | 


the rule. Although this Bill marked a fairly important step forward, it was 


criticized on the ground that it did not go nearly so far along the road of | 
agrarian reform as the Agrarian Reforms Committee of the Muslim League | 


had recommended. 


International Affairs 
HE press has had a good deal to say on the subject of the trouble between 
the United Kingdom and Egypt, and at one time it appeared that the 
popular outcry against British measures in the Canal Zone might assume the 
proportions of a serious anti-British agitation. The Pakistani Government, 
however, gave no encouragement to the instigators of the agitation and were 


evidently anxious, in their unique position as the Government of a Muslim | 


State which is also a member of the Commonwealth, to keep clear of the 
dispute except in the capacity of mediators. The Prime Minister made an 
important statement in the Constituent Assembly on November 22 on this 
subject, but committed Pakistan to nothing beyond sympathy for Egyptian 
aspirations. Pakistan, he said, was vitally interested in peace and security in 
the Middle East, but felt that these could not be imposed from outside; they 
could only be maintained with the willing consent of the people in the area 
affected. This was a clear enough hint that Pakistan would not be interested 
in joining in any arrangements for the defence of the Middle East area unless 
the Egyptian trouble could be patched up and Egypt also joined in. Khwaja 
Nazimuddin went on to say that Pakistan had made earnest efforts since the 
beginning of the dispute to bring about a just and peaceful settlement, and 
the Foreign Minister had played, and was continuing to play, a notable part 
in those efforts. It was noticeable, however, that he made no direct criticism 
of the British attitude to the question. Needless to say, this statement of 
policy fell short of satisfying the Muslim extremist elements, who have con- 
siderable influence with at least the lower strata of society. 

The report of Dr. Graham, the United Nations representative, regarding 
his efforts to obtain the agreement of India and Pakistan on arrangements for 
demilitarizing the Kashmir State in preparation for the plebiscite was con- 
sidered by the Security Council in November. The Council was evidently 
impressed by the success which Dr. Graham had had in narrowing the dif- 
ferences between the two disputants, and decided to allow him a further six 
weeks for negotiations. Unfortunately Dr. Graham’s further efforts were 
unsuccessful and on December 18 he presented his final report. Although some 
further headway had been made, it was clear that on some points of basic 
importance neither side was prepared to agree. The most important of these 
was the size of the armed forces to be retained in the territory occupied by 
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each side. The disappointing result of Dr. Graham’s praiseworthy efforts was 
received with resignation and without surprise in Pakistan, for Pakistanis 
had been convinced from the outset that India would not agree to any pro- 
posals which would lead to fair conditions for a free and impartial plebiscite. 
Pakistanis have noted Mr. Nehru’s uncompromising remarks, made in the 
course of his election speeches, which indicate that India will in no circum- 
stances agree to arbitration and will defy the Security Council if necessary, 
and await the reactions of the Council with the keenest possible interest, for 
they believe that it will no longer be able to rely on further mediation 
attempts and must now either take firm action or confess failure. 


Finance, Industry and Education 


N the fiscal sphere the most important event has been the publication of 

the Raisman Award. Disputes between the Central Government and the 
Provinces regarding the allocation of revenues had become chronic, and 
Government had decided to invite Sir Jeremy Raisman, the former Finance 
Minister of undivided India, to examine the present allocation of revenues 
between the Centre and the Provinces in relation to their respective responsi- 
bilities and to suggest any changes that might be necessary to ensure an 
equitable allocation of revenues. Both the Centre and the Provinces had 
agreed that Sir Jeremy’s recommendations would be treated as an Award, to 
which effect would be given from the financial year 1952-3. The report was 
submitted on December 13 and was duly accepted by the governments con- 
cerned. Sir Jeremy, in his preamble, pointed out that the problem could not 
be approached on the assumption that every government must be provided 
with adequate resources for discharging its functions in the manner and on 
the scale which appeared to it to be desirable. In other words, each govern- 
ment would have, perforce, to cut its coat according to its cloth. The most 
he could hope to do was to endeavour to achieve the best and most just dis- 
tribution of the available resources. The general result of his recommenda- 
tions was that annual revenues of the order of Rs.6} crores initially should be 
transferred from the Centre to the Provinces. In regard to income tax, 50 per 
cent of the net proceeds would go to the Provinces, and of this share East 
Pakistan would receive 45 per cent and the Punjab 27 per cent. In regard 
to sales tax, the Award contained the recommendation that the present tem- 
porary arrangement whereby administration of the tax had been centralized, 
subject to an agreement by which roughly half the proceeds are allocated 
to the units, should be made permanent. In regard to Central excises half the 
net proceeds of the federal excise duties on tobacco, betel nuts and tea 
were to be assigned to the Provinces, in accordance with the proportions 
recommended for income tax. With regard to the jute export duty, East 
Pakistan was to get 62} per cent of the basic export duty without upper limit 
and 10 per cent of the net proceeds of any additional duty that might be 
imposed. The claims of the Punjab and Sind for a share in the proceeds of 
the cotton export duty were rejected. In general, the Award has been well 
received and it is recognized that it has gone a long way to ensure financial 
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self-sufficiency for the Provinces, which hitherto have been compelled to | 


depend to some extent on the charity of the Central Government. 


An event of great importance, during the period under report, was the 
launching of the six-year national plan of educational development, on which | 


over Rs.115 crores are to be spent. In their announcement on the subject, the 
Government pointed out that according to the recent census the percentage 
of literacy in Pakistan was only 13-8 and that the existence of illiteracy on 
such a vast scale was incompatible with democracy. The plan involves the 
opening of over 24,000 new primary schools, much of the cost of which will 
be borne by the people of the locality in the shape of land and buildings. 
Seven hundred and twenty-one secondary schools are to be opened. The 
training of teachers has not been neglected, and 101 training institutions for 
primary teachers and twenty-six for secondary teachers, are to be established. 
In the field of higher education, four new intermediate colleges (including 
one for women) and six degree colleges (including three for women) are to 
be established. Special emphasis is also laid on technical and commercial 
education. There are at present two technical high schools and three engineer- 
ing colleges, and the plan contemplates the opening of twenty technical high 
schools, with a total capacity of 5,430 students, seven composite schools, two 
polytechnics and two engineering colleges. There is to be an institute of 
commerce at Karachi and twelve new commercial schools are also to be 
established. This plan makes a fitting complement on the cultural side to the 
six-year development programme which forms Pakistan’s part of the 
Colombo Plan programme. 

Further plans for the development of Pakistan’s new jute industry took 
shape during the period under report. Though producing about 75 per cent 
of the world’s raw jute, the country has hitherto had no manufacturing 
industry. Three mills of 1,000 looms each have for some time past been in 
process of erection at Narayanganj, not far from the capital of East Pakistan, 
the venture being jointly shared by Government and a Pakistani industrialist. 
One of these mills has just started production in a small way and will soon be 
formally declared open. The total cost of these three mills is estimated at 
Rs.7} crores, half of which is being contributed by Government through the 
Pakistan Industrial Development Corporation. Definite plans have also been 
made for the erection of seven more mills. The majority of these will consist 
of between 500 and 750 looms. The new industry, which will be equipped 
with the most up-to-date machinery, almost all of which has been ordered in 


the United Kingdom, will form a serious threat to the old-established 
Calcutta jute industry. 


Pakistan, 
February 1952 
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THE ROYAL VISIT 


HEN the late King and his Consort visited Canada in 1939 they came ° 

to us in a critical moment of world history. It was the hush before the 
hurricane. Almost everyone was aware that events were on the march and 
that mankind might again be challenged to defend its title-deeds to freedom. 
Canada rejoiced at the opportunity to show its loyalty to the Crown and its 
affection and respect for the King and Queen who represented, with natural 
dignity and unforced modesty, the pageant of Britain’s accumulated great- 
ness. 

Princess Elizabeth and the Duke of Edinburgh came to Canada in another 
fateful hour of history. The British people still bear the honorable scars of 
their sacrifices for freedom in five tremendous and embattled years, and even 
now their wisdom and strength are being roused in defence of peace. In 
paying tribute to the King’s daughter and her Prince the Canadian people 
were also honoring the deathless valor of the British nation, its strength in 
adversity, and its courage to face the future unafraid. There was, too, as Mr. 
Leonard W. Brockington said in his national broadcast over the Canadian 
Broadcasting Corporation in his message of welcome to Their Royal High- 
nesses, a hope that 

the Princess Elizabeth and the Duke of Edinburgh . . . in the years to come, in 
the quietness of their own thoughts and in the temple of their own memories, 
may find joy and comfort in their recollection of the people of Canada, whose 
prayers will follow them always. .. . As they share our memories, so we will 
share their hopes that some day there will come to blossoming and harvest 
another Elizabethan age when men will adventure into the far frontiers of science, 
of knowledge and of the human spirit, not for conquest and gain but for the 
abiding good of all mankind. 


It is worthy of note that Canada’s welcome to Their Royal Highnesses was 
marked by an equal warmth of fidelity and affection in all parts of the Domin- 
ion. As the O¢tawa Journal remarked : “A future Queen has met her Canadian 
people and together they look towards the future. The event has proved once 
more that the Crown is something above the cares and divisions of our times, 
a symbol of a rich tradition, of honesty, of courage. It is the emblem and the 
shield of unity, borne by those who strive for peace and freedom.” The same 
comment was made by papers in Quebec and British Columbia, in Newfound- 
land and Alberta. Here was one theme on which all Canadians could unite, 
and in the outpouring of affection for the young couple, Canadians for once 
lost their reluctance to show their deep feelings in public. 

Many observers commented on the fact that Princess Elizabeth seemed to 
meet the burden imposed upon her, by numerous public functions and 
parades, with increasing gaiety of spirit as the national tour progressed. The 
Duke of Edinburgh won everyone’s respect by his thoughtful conduct and 
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public speeches. “Although the Princess was of necessity the leading figure in | 
every event”, said the Toronto Globe and Mail, “the vitality and lively interest | 
with which the Duke participated was a perfect complement to her more quiet | 


spirit. They are a perfect team.” 


Something in the youth, the effortless naturalness, the simplicity even, of | 
the young couple, summoned to such high duties, won a tribute of affection | 


and sent an impulse of idealism into the public life of Canada. 


Canadians followed with the closest attention and with growing pride the | 


details of the welcome extended to Their Royal Highnesses when they visited 
the United States. They were moved when President Truman, with deep 


sincerity, said to Princess Elizabeth: “I am sincerely sorry that you can’t go | 
from one end of the country to the other as you did in Canada, and let every- | 
body in the country have a chance to get acquainted with you, because | 


Margaret* tells me that whenever anyone becomes acquainted with you he 
immediately falls in love with you.” 

This courteous welcome by President Truman was echoed across the 
country. The Christian Science Monitor wrote: 

Anyone who has followed with interest their progress across Canada has 
discovered by this time, if he didn’t know it before, that present-day royalty 
works amazingly hard at its job and has little time for sheer relaxation. He has 
learned also that this is Canada’s Prince and Princess as well as Great Britain’s, 
and that Washington’s welcome symbolizes the cordial feelings Americans have 
for their sister democracy to the north as well as for the one across the Atlantic. 

This note ran through all the official welcomes. It found a graceful reference 
in President Truman’s remark about a “fairy princess” and a penetrating 
comment when Mr. Hume Wrong, Canada’s Ambassador to the United 
States, spoke so memorably about “‘a Canadian princess”. 

It was left for the New York Herald Tribune, which has so often championed 
the cause of Anglo-American friendship, to sum up best what the lasting 
significance of the visit is likely to be. It said : “We hope that during this short 
visit to our capital, Princess Elizabeth and Prince Philip have experienced a 
token of the affection and good will and bright hopes we feel for them both, 
as young parents and as future rulers of the country that is our ally.” 


THE NORTH ATLANTIC TREATY ORGANIZATION 


PEAKING at the Ottawa State dinner given on his recent visit to this 
country, Mr. Churchill said that the North Atlantic alliance “owed much 
to Canadian inspiration and the personal initiative of Mr. St. Laurent”, The 
compliment could be returned by tracing NATO’s birth to Mr. Churchill’s 
own speech at Fulton, Missouri, in 1946; but it is true that Mr. St. Laurent 
was among the first, during the following two years, to put forward the idea 
of a grand alliance of the Atlantic countries aimed at preventing war by 
* Miss Truman. 
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building up a preponderance of military strength. This conception is to be 
found, expressed in quite definite language, in speeches by Mr. St. Laurent in 
1947 and 1948. 

When the terms of the partnership were negotiated, the Canadian delega- 
tion was one which insisted that NATO should be described, from the 
beginning, as something more than a temporary military expedient. The 
second article of the Treaty, committing the signatories to economic co- 
operation, has not up till now yielded striking results. Nevertheless it is there 
as a signpost and the Canadian Government claims responsibility, at least in 
part, for its appearance in the text. In Canadian political discussion it is gener- 
ally taken as historical fact, and as cause for pride, that this country did not 
merely follow its powerful friends into NATO but had some hand in origin- 
ating and shaping the alliance. 

This is perhaps one reason why NATO has had a good press in Canada 
and the support of all parties in the House of Commons. On the right, the 
Progressive Conservatives have given the Treaty unreserved approval. So has 
the Socialist CCF on the left. At some CCF provincial conferences there have 
been, from time to time, rumblings of protest from the left wing against a 
military commitment which, as the extreme left thinks, is “dragging us into 
war with Russia”. The national leadership has firmly repudiated this view and 
in Parliament the CCF has been as staunch in support of NATO as was the 
Attlee Government in Britain. 

CCF members usually make the reservation that Communism cannot be 
defeated or contained by arms alone; and the Alberta Social Crediters, the 
other group of economic radicals in the House of Commons, also emphasize 
this point. As the Government itself heartily concurs, there is no room for 
argument here. One of the constant themes of speeches by Mr. St. Laurent 
and Mr. Pearson, the External Affairs Minister, is that raising standards of 
living is just as important to NATO’s purpose as accumulating military power. 
With that sound if somewhat facile doctrine accepted all round, NATO has 
not been a subject of controversy in Canada as it was for a time in the 
United States. 

Unanimity among the political parties, except of course the Communists 
who have no seats in Parliament, perhaps flowed naturally from Canada’s 
past performance in support of collective security. Though peace-time mem- 
bership in an alliance with foreign Powers is a wholly new policy for Canada, 
as for the United States, this country does not lack experience in initiating 
joint action with others to subdue an aggressor. If any division on NATO 
commitments was to be expected, it was perhaps more likely to be regional 
than partisan. 

Among French-speaking Canadians there is still undoubtedly some resis- 
tance to “foreign entanglements” and a few of the more ardently nationalist 
Quebec newspapers have questioned Canada’s membership in the Atlantic 
pact. Broadly speaking, however, French Canada has accepted the country’s 
new alignment, not merely with good grace but with honest approval. Mr. 
St. Laurent’s strong personal influence in part accounts for this. Then, too, 
an alliance to check Communist aggression is certainly more attractive to 
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French-Canadians than an alliance having any other political objective would | 
be. That being said, it is probably fair to add that they are slowly abandoning 
their isolationism. Their press, with the exceptions noted, has approved of 
NATO and Canada’s part in it. 


Commitments in Europe 


HAT Canada has in fact done to influence NATO policies is hard 

to assess since the debates of the NATO council have been held in 
camera and since, at least until quite recently, these debates have yielded 
few hard-and-fast decisions. Canada, of course, does not expect to carry the 
weight of a Great Power. As Mr. Pearson said in the House of Commons: 
“In any international organization which has as members states so far apart 
in power and responsibility as the United States and Iceland, some members 
will have to accept greater responsibility than others and some will exercise 
greater influence than others. That is obvious and in the circumstances I 
think it is desirable.” This was in reply to inquiries whether NATO was 
dominated by a small group of leading Powers. “Around the conference 
table,” Mr. Pearson went on, “we are all equal and nobody attempts to 
dominate anybody else. In that respect I might say that the NATO council is 
a pleasant contrast to some other international committees which come to 
one’s mind.” 

When the Treaty was signed in April, 1949, it was by no means an accepted 
notion in Canada that fighting forces would be sent from this country to 
Western Europe. Mr. St. Laurent had spoken of the need for a combined 
preponderance of strength; but it was rather vaguely assumed that Canada’s 
contribution, whatever form it might take, could be kept at home unless a 
breach of the peace occurred. So long as this was the official line, NATO 
stirred little interest among Canadians generally. The commitment was in- 
deed a new departure, since it was embodied in a formal document, but after 
all it only meant that, as in 1914 and 1939, Canada would take part in the 
common defense if Western Europe and Britain were attacked. 

This view of the country’s duty under the Treaty was revised under the 
stress of events, especially in the Far East. It was quickly understood in 
Canada that the continental allies, having borne the main brunt in two world 
wars, could not be expected to rearm on the scale required unless given visible, _ 
tangible evidence that their oversea friends would share burdens and, if need 
be, sacrifices. Presently Mr. Pearson was expounding the doctrine that 
NATO’s purpose was not to rescue or liberate Western Europe after an 
occupation, if that calamity should happen, but to prevent a successful in- 
vasion by having adequate strength on the scene. This new conception clearly 
implied a Canadian contingent to Europe, and a brigade of infantry, about 
5,500 strong, has been in Western Germany since late 1951. 

It is, of course, doubtful if Canada would have changed its course in this 
way independently of the United States, but discussion of this point, as 
Canadians find who try it, is likely to turn into a fruitless academic exercise. 
Mr. Pearson declares that Canada is not to be regarded as an echo of her 
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neighbor; and Secretary Acheson says in reply that he has never thought of 
Canada in those terms. The crux of the matter is simply that the two countries 
came to the same conclusion from the same set of facts. 

Public interest in NATO was greatly stimulated by the decision to send 
troops across the Atlantic; and this was reflected in a House of Commons 
debate on December 29 last. The motion was for approval of the protocol 
admitting Greece and Turkey to NATO. With suitable quotations from 
Thucydides and compliments to the Turks as gallant fighters, the House wel- 
comed the new members, Mr. Pearson explaining that their accession did not 
necessarily imply a Canadian pledge to send troops to the Eastern Mediter- 
ranean. The debate, however, ranged over the whole field of NATO plans, 
and it was lively in spite of the fact that it took place on the Saturday night 
before New Year’s eve and in the dying hours of a parliamentary session, 
with a very small attendance of members. Whether by accident or design, 
foreign affairs very often fill this place on the Ottawa time-table. 


Opposition Curiosity 
G poeta asked by Opposition speakers showed a prevailing dis- 


content with the scarcity of precise official information about NATO. 
Mr. Gordon Graydon, foreign-policy critic for the Progressive Conservative 
party, complained that Mr. Pearson, in his general review, “did not get down 
to anything that looked to me like even a hint of a cold fact”. The points on 
which Mr. Graydon and others sought new light were mainly these: What 
were the functions of the NATO group known as “the three wise men” or 
“the burden-sharing committee” ? Was it true, as had been reported in the 
press, that this committee had classified Canada among the laggards and asked 
for a greater effort from this country? Were Canada’s actual commitments 
to NATO being fulfilled at a satisfactory rate? Would it not be possible, 
for the sake of gaining support for NATO, to publish more information? 
Did the policy of secrecy conceal an actual or possible breakdown of the 
alliance? 

The ministerial replies were that NATO was a going concern, though its 
plans were still to some extent tentative and therefore not ready for publica- 
tion in full; that the “burden-sharing committee” was not parcelling out 
assignments and had not passed any strictures on Canada; and that Canada 
was proceeding with rearmament as fast as possible, considering that impor- 
tant decisions about standardization of weapons were still to be taken and 
that supplies of some essential materials were short. 

The debate ended without an answer, and only a tentative approach, to 
this crucial question: does Canada accept the idea that a NATO planning 
board should have power to allocate responsibilities ? From earlier statements 
by Mr. Pearson and others, it appeared that the Government would insist on 
absolute freedom to determine what Canada’s contribution should be. Speak- 
ing in the spring of 1951, when Canada was being criticized in some sections 
of the American press as “‘a reluctant ally”, Mr. Pearson rejected the theory 
that Canada’s effort should be one-twelfth or any other fixed fraction of the 
American effort. Population statistics, he said, were not the only or the best 
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yardstick. Resources, geography and special capacity for furnishing essential 
supplies were also to be taken into account. 

Canada’s actual commitments to NATO up to date, mainly for future 
delivery, are: the brigade of infantry now in Europe, perhaps to be aug- 
mented; eleven squadrons of jet fighters when the machines and crews are 
ready for service; an anti-submarine fleet of small craft capable of protecting 
the St. Lawrence approaches and taking part, as the Canadian Navy did in 
the Second World War, in patrolling the Atlantic lanes; training on Canadian 
airfields for cadet crews from Britain and continental Europe; and substantial 
aid, in the form of weapons and equipment, for oversea allies, some of which 
has already crossed the Atlantic. This program, taken as a whole, has the 
support of all parties, but there has lately been criticism of some of its 
details. 

Major-General G. R. Pearkes, V.C., Progressive Conservative M.P. for 
Nanaimo and military critic for his party, has described the sending of 
Canadian infantry to Europe as “utterly unwarranted”. When he first used 
these words last December he was in France, where he had attended the 
United Nations Assembly as a Canadian delegate. Previously he had inspected 
Canadian military encampments in Germany. His comment, cabled in bald 
form, startled the Canadian public. He seemed to have reversed his own 
and his party’s firm stand in favor of Canadian representation in General 
Eisenhower’s forces. 

On his return home he amplified his remarks in a broadcast. What he 
meant, it then appeared, was not that Canada should have kept her soldiers 
at home but that a more highly trained force than an infantry brigade should 
have been sent. Manpower, says General Pearkes, is abundant in Europe but 
scarce here, while Canada has superiority in industrial techniques and 
capacity. Therefore, he argues, it is a waste of money and a faulty division of 
labor to send Canadian foot-soldiers, armed only with rifles, to man the 
Western defense line. Units of artillery or a tank corps, fully equipped, would 
be more appropriate and a better investment of Canadian manpower. To put 
it another way, the Navy’s example of specialization in anti-submarine war- 
fare should be imitated by the Army. 

The Canadian Parliament and public are not accustomed to grappling with 
technical military matters of this kind; but it is clear that General Pearkes 
has raised an important question for the 1952 session. There has been, at this 
writing, no official reply to him. 


Promise and Performance 


PART from his criticism, the chief complaint directed against the 
Government’s military program is that performance has lagged far be- 
hind promise. At the end of 1951 the Federal Treasury had a surplus of about 
$600,000,000, which was money voted by Parliament for defense but un- 
spent. It was quite in order, critics say, for the Government to ask the country 
to make financial sacrifices for the sake of security; but where are the planes, 
the guns and the ships? To this inquiry Ministers reply that Canada, like 
other countries, has been delayed by the difficulty of assembling materials 
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and by the lack of firm agreement among the allies about NATO’s require- 
ments and who should supply them. 

Now, however, it looks as if these problems are being resolved. Mr. C. D. 
Howe, the Minister of Defense Production, has announced that in April- 
December, 1951, the first nine months of big-scale rearmament, his Depart- 
ment gave orders to contractors totalling $1,400 million, which was twice 
the aggregate of orders for the whole of 1950. This does not mean that de- 
liveries have been accelerated to the same degree, but they are being received 
in steadily increasing volume. The prospects are, then, that 1952 will see 
Canada well on the way to fulfilment of current NATO pledges. Whether 
these may have to be increased is a question the country has not yet ap- 
proached; but Canadians, like their allies, have hopes that the time for 
“negotiation from strength” is not far off. 


Canada, 
February 1952. 
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POSTMORTEM ON THE REFERENDUM 


HE defeat on September 22 of the Federal Government’s Referendum 

proposals to deal with Communism was briefly reported on our last 
chronicle.* The result was a blow to the plans and prestige of the Govern- 
ment. This arose not so much from the actual voting results as from the 
magnitude of the achievement of those who organized the campaign in 
opposition to the Referendum. The result of the general election held in April 
last apparently constituted a decisive endorsement of the Liberal-Country- 
party Government’s plans for dealing with Communism, and public-opinion 
polls suggested that popular opinion favoured the Government on this parti- 
cular issue to the extent of at least 70 per cent. of the electorate. From the 
opening of Dr. Evatt’s campaign against the Referendum on August 21, the 
initiative appeared to change in favour of the “No” case, and this was reflected 
inthe polls. The principal polling organization published results a week before 
the vote which suggested that, on a vote taken then, the proposals would 
have been narrowly carried, and predictions were made accordingly. But it 
has since been shown that if the rate of change reflected by the polls had 
been estimated, the defeat of the proposal would have been predicted. 

The traditional reluctance of Australian voters to support constitutional 
amendments was in this case strengthened by a number of particular influ- 
ences, shortly to be mentioned, and by a genuine and widespread dislike for 
the principles of the proposed legislation. Although the electors had been 
content to leave it to the Government, acting on its own responsibility, to 
use the method of legislative proscription against the Communists if 
the Constitution so permitted, they hesitated to take the direct responsibility 
for endorsing such measures themselves. At the lowest, many thought that, 
once the precedent had been set, similar methods might be used against their 
own political party; at the highest, people were made to reflect on the 
principles of political tolerance essential to democracy, and in particular on 
the principle that the real test of tolerance arises when the movement or 
doctrine concerned is abhorred by the great majority. The non-party nature 
of such doubts was shown by a split among the Young Liberals in Victoria, 
where a Vice-President of the organization publicly supported “No” and 
received a good deal of party support. 

There have been an unusual number of postmortems by the political 
parties, the press and political-science research organizations (though, sur- 
prisingly, Parliament itself has devoted very little time to such discussion). 
The following is a summary of points made in these analyses. The personal 
campaign of Dr. H. V. Evatt, Leader of the Federal Opposition (Labour), 
was a major factor in the change of electoral opinion. He threw himself into 

* See THE Rounp Taste, No. 165, December 1951, p. 85. The proposed amendment 
was first to validate the law which sought to dissolve the Communist party and provide 
for dissolution of its “fellow-traveller” organizations by Order in Council, and secondly 


to give the Federal Parliament general powers to deal with Communism. For details see 
Tue Rounp TaBLe, No. 162, March 1951, pp. 180 ff. 
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the task with energy and conviction. Labour supporters of a bitterly anti- 
Communist persuasion, especially the Roman Catholics, were impressed by 
the equally energetic conviction with which Mr. A. A. Calwell, Dr. Evatt’s 
Deputy Leader and one of the principal Victorian Roman Catholics, supported 
Dr. Evatt’s campaign. A number of university professors and clergymen who 
do not usually take an active part in politics supported the “No” case with 
letters to the press and public addresses; this had some effect not only on 
wavering Labour forces but also on Liberal supporters from the professional 
middle classes. There was no corresponding support for the “Yes” case; in 
particular, the Roman Catholic hierarchy remained for the most part silent, 
and even Dr. Duhig, Archbishop of Brisbane, known for his vehemently 
anti-Communist views, intervened to support “Yes” only at a very late stage 
in the campaign and said he did so because of the statements of clerics, such 
as the Anglican Bishop of Goulburn, on the “No” side. 

The “Yes” side was handicapped from the start by being forced on the 
defensive as to the legal meaning and nature of its proposals. It seems 
possible that if the Government had been content to ask merely for the 
validation of the Act held invalid by the High Court the proposal would have 
been carried. This, however, would have produced that legal monstrosity, 
a statute incapable of amendment by Parliament. Indeed, those with a feeling 
for constitutional propriety urged that the Government should merely have 
asked for a general power to deal with “sedition” or (as in the first part of the 
actual proposal) with “Communism”. But general proposals of this kind 
lend themselves readily to the propaganda of fear; Liberal supporters were 
afraid of the use of such powers by possible future Labour governments, and 
the unattached were inclined to fear the possible exercise of such powers by 
any government. There was also the probability that an Act passed under 
a general power would again be challenged through the courts, whereas the 
validation of a specific Act would at least preclude long-drawn-out litigation 
on that particular issue. As it was, the Government combined both the 
“general power” and the “specific Act” approaches, and probably achieved 
the worst of both worlds. The extent of its difficulties over arguments as to 
the meaning of the proposals was well shown by its publication at a late 
stage of the campaign of an opinion by two King’s Counsel purporting to 
deal with legal arguments raised on the “No” side; the opinion raised more 
arguments than it settled. 

It was an unfortunate time for the Government to be conducting a cam- 
paign of such difficulty. The measures it was taking, and had forecast, to deal 
with inflation (¢.g. dismissal of 10,000 public servants and increase in taxation) 
were reducing its popularity; while the advance of the inflation which these 
measures sought to combat was also, perhaps unfairly, attributed to its policy. 
The annual wrangle over allocation of Commonwealth grants to the States, 
and over raising of loans for public works, occurred at the end of August. 
The States, as usual, could not agreeand the critical decisions had to be made, 
and were made with commendable fairness as between the States, by the 
Federal Authorities. They necessarily included some cutting down of State 
claims—in particular, claims for loan moneys. The Victorian Premier, Mr. 
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McDonald (Country party, holding office with the support of Labour) carried 
on a bitter campaign against the Federal Government about these allocations 
right through the period of the Referendum campaign; he ostentatiously 
closed down some public works, dismissed more than 3,000 construction 
workers and severely reduced overtime, and threw the whole blame on the 
Menzies—Fadden Government. Although he took no overt stand on the 
Referendum question, his unofficial attitude was for “No” and his propaganda 
on the loan question indirectly aided the “No” case. The Federal Govern- 
ment suffered generally from State resentment at the degree of financial 
stringency caused by the condition of the loan market. 

An analysis of the distribution of voting shows that at the time of the 
Referendum vote the Federal Government still retained in general the con- 
fidence of the electorate. If the same figures were cast at a general election, 
with “No” representing Labour and “Yes” representing Liberal or Country 
party, and with no three-cornered contests, the Government would have 
been returned with the same majority as in April. Analysis also suggests that 
the swing of Liberal voters from “‘Yes” to “No” was considerably greater 
than the swing of Labour voters in the other direction. Hence at a general 
election, with the issue “‘who should govern?” rather than specific measures, 
it is quite likely that the vote attributable to Labour would have been con- 
siderably reduced below that which was cast for ““No”’.* 


Referendum Aftermath 


ARLIAMENT reassembled on September 26 and immediately entered on 


a budget session, in which the attitudes and internal condition of the 
major parties have been demonstrated. The Labour party had naturally been 
imbued with a certain amount of energy and self-satisfaction by the Refer- 
endum results, and threw itself into an attack on the budget. However, this 
attack pretty soon lost its vehemence, partly because of internal differences 
of opinion and partly because of absence of a satisfactory fighting issue. 
There still remains in the Labour party a group of Roman Catholic members 
who are wholly in favour of the Government’s policy on Communism, who 
took no part at all in the “No” campaign, and who spend more time attacking 
Communism than they do in putting forward the positive aims of Labour. 
Some of those who had loyally supported the “No” case started moves to 
discipline these malcontents. Dr. Evatt has discouraged these moves and has 
used all his influence in an effort to heal the wounds opened by the two-year 
struggle over the anti-Communist proposals. In spite of his efforts, the latent 
hostility between the extreme Roman Catholic wing and the “free speech” 
wing occasionally manifests itself in public. If Dr. Evatt succeeds in patching 
up these troubles, it may be at the expense of party solidarity on specific 
issues. However, it should be remembered that with the Communist-party 
dissolution measure laid to rest, the specific issues on which Labour-party 
members might differ are more in the field of executive policy, such as defence, 


* However, subsequent opinion polls have suggested a gradual decline in support for 
the Government. 
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than of legislation, and hence there might be no serious issues while the party 
is in opposition. 

From the Labour point of view the budget was a somewhat embarras- 
sing topic on which to start a vigorous attack on the Government, since 
it was exactly the sort of financial policy which many have thought Mr 
Chifley, if alive, would have approved. We had the curious spectacle of 
Labour men criticizing increase in company taxes, taxes on graziers, pro- 
vision for a surplus and so forth. A good many of Dr. Evatt’s more thought- 
ful supporters felt uncomfortable. On the other hand, it was quite a good 
rallying point for the party, since the parliamentary representatives of all 
shades of opinion were glad to forget real issues and instead produce 
rhetorical demonstrations for the electorate. 

On the government side, the Referendum defeat has either caused or 
coincided with a certain amount of dissatisfaction with achievements to date, 
and demands for a more active and positive carrying out of electoral pledges. 
Liberal and Country-party ex-servicemen have criticized the Government’s 
administration of defence affairs. Members have crossed the floor of the House 
on such issues as the imposition of the closure. When it was rumoured that 
the Government intended to dispose of Trans-Australian Airways to private 
enterprise, a revolt of back benchers was threatened which had some influ- 
ence on the ultimate Cabinet decision in favour of retaining this well-run 
public enterprise. Sir Arthur Fadden’s deflationary budget was bitterly 
criticized by sections of the press usually favourable to the Government, and 
these criticisms have also been reflected from the Government back benches. 
Mr. Menzies, Sir Arthur Fadden and Dr. Evatt have each had recent periods 
of ill health, most serious in the case of Sir Arthur, and the possibilities of 
quite dramatic political changes exist. However, the dislike of Dr. Evatt and 
of the Labour party amongst all sections of the government supporters is 
such that the recess is very likely to bring peace in the government ranks. 

The most surprising feature of the budget session was the absence of any 
indication of the course which the Government intends to take in order to 
deal with Communism. If the reasons it had urged for the carrying of the 
Referendum were soundly based, it should be in a position to take legal 
action under existing law against at least the principal leaders of the Com- 
munist party for sedition and other offences, such as that taken successfully 
in the U.S.A., and there are many lesser steps open to it, such as the elimina- 
tion of Communists from the civil service. There was also an election pledge 
to amend the Constitution so as to make it impossible for industries to be 
nationalized. 

Perhaps the temper of the administration was shown at a Liberal party 
conference in November, when Mr. Menzies and other Ministers criticized 
a motion that a Constitutional Convention should be called to review the 
machinery of government. Mr. Menzies said that there had been enough 
excitement over the Constitution in the past year, and that it would now 
be better for the country if the Government were given a chance to prove 
itself by efficient and careful administration of existing laws, in an atmosphere 
of legislative peace. There is much to be said for this view. However, the 
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motion for a Convention was carried, and it remains to be seen whether 


the Government will be allowed to concentrate on proving that whate’er is 
best administered is best. 





Foreign Affairs 


HE last half of 1951 has beena period of considerable activity in Australia’s 

external relations, and as it concluded the Minister for External Affairs, 
Mr. R. G. Casey, returned after leading a delegation twenty strong at the fifth 
Assembly of the United Nations in Paris. On September 1 Mr. P. C. Spender, 
Australian Ambassador to Washington, signed the Tripartite Pact between 
the United States of America, Australia and New Zealand in San Francisco, 
so bringing to a successful conclusion a policy for which he had worked with 
great vigour, in spite of the apathy or active opposition of Australian col- 
leagues and an apparent lack of interest among some Americans. The Secre- 
tary of State, Dean Acheson, said “the Treaty only puts into words strong 
ties and purposes already in existence”, a statement which is both sufficient 
justification for the pact and an explanation of why its conclusion has been to 
some extent a personal enthusiasm of Mr. Spender. 

To some extent the acceptance of this treaty by the United States of America 
was a guid pro quo for Australian acceptance of the Japanese Peace Treaty 
executed in San Francisco on September 7. Mr. Spender also represented us 
there; Dr. Evatt commented with some justification that if the presence of 
the Prime Minister, W. M. Hughes, was desirable at Versailles in 1919 at least 
the External Affairs Minister, Mr. Casey, might have attended the winding 
up in 1951 of the most critical war in which Australia has been engaged. But 
on this occasion the Treaty Conference was more of a tableau than a genuine 
negotiation; the terms had been settled by previous bargaining. The terms 
of the treaty have been actively opposed by the Australian Council of Trade 
Unions and various Labour party groups, as well as by the various local 
organizations sympathetic to the U.S.S.R. The permission to Japan to rearm 
has been specially strongly criticized. However, strong feeling is confined to 
minorities; the major Returned Servicemen’s organizations, while regretting 
the absence of stricter reparations and armament clauses, have supported the 
general policy of using Japan as an instrument in the struggle against Russia, 
and it is on that basis that the Government and most of the people accept the 
San Francisco settlement, in spite of a deep resentment still existing against 
the Japanese. But in the next session of the Federal Parliament the Labour 
party may seek to ventilate the criticisms expressed by these minorities. 

Both Mr. Menzies and Dr. Evatt have expressed in Parliament their sup- 
port for Great Britain in the difficulties she has been meeting in the Middle 
East. In relation to Persia, however, there was a good deal of criticism of the 
Attlee Government’s policy, both in the more conservative sections of the 
press and in the Federal Parliament. This regrettable attempt to make local 
party politics out of a British misfortune was not encouraged by the more 
responsible members of the Federal Government. 

In November the Federal Parliament agreed to establish a Foreign Affairs 
Committee. It will consist of nineteen members with a government majority, 
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will sit in camera and consider only such matters as the Minister refers to it, 
and will have no power to call for papers or persons. The Labour party 
attempted to give it greater strength than this and also to have equal repre- 
sentation for Government and Opposition. There can be little doubt that 
Dr. Evatt would have liked to obtain both more information and a greater 
opportunity for interference in foreign affairs. Mr. Casey rightly resisted this 
pressure. As he pointed out, the main value of such a committee, at least in 
its first few years of existence, is to educate its members, not to assist the 
Government. If the scheme is faithfully tried, it should produce better 
informed and more stable foreign policy for Australia. It would be un- 
fortunate if the proper use of committee systems in this country, where they 
are almost unknown, were prejudiced by their use for purposes of party 
political interference with executive activity, such as has occurred in the U.S.A. 
The Federal Government is to be commended for creating this committee 
and also for reviving the Committee on Public Accounts, but at this moment, 
it seems probable that the Labour party will refuse to nominate for either. 


Economic Recession? 


N the last quarter of 1951 we have had for the first time since 1945 some 

indications of a slowing down of industrial activity. To some extent this 
has been the result of the delibezate efforts at disinflation carried out by the 
Federal Government. London balances have fallen during the period by more 
than £170 million.* The net visible deficit on oversea trading account from 
June to September was about {111 million, as compared with £38 million for 
the corresponding quarter of the previous year. Part of this external trading 
situation was due to the drop in the price of wool, though the October 
Geelong sales realized prices only 25 per cent below the level of June last, 
after opening in Sydney in August at prices nearly 50 per cent below that 
level. But the major factor has been a very sharp increase in the volume of 
imports, and the Government, where it could, has encouraged this by flexible 
administration of the import licensing system. It has also been government 
policy to restrict advances by banks, insurance companies and building 
societies, to reduce public employment and in particular public construction 
works and to raise interest rates. These measures have resulted in a marked 
decline in motor-car sales, a falling off in new building, considerable reduc- 
tion in overtime and even some laying off of hands in textile mills and light 
industries. Nevertheless, the number of unfilled jobs on the books of the 
Commonwealth Employment Service at the end of December was over 
100,000. The basic wage rose by record amounts on November 1, and the 
rate of increase in prices has not yet slackened very appreciably, though 
it is clear that if the deflationary factors mentioned above continue to 
operate, prices are bound to level out. (Since the above was written a 
further increase in the basic wage operating in February has been announced, 
amounting on an average between the six capital cities to ros. per week.) 

Australia, February 1952 


* £60 million of this, however, is represented by investment of liquid funds in short- 
term securities. 
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ECONOMIC TRENDS 


USEFUL innovation adopted this year by the Government preparatory 

to the presentation of the budget was the issue of a White Paper, The 
New Zealand Economy 1939-1951, a concise and objective survey of economic 
developments compiled by expert departmental officers at the direction of 
the Cabinet sub-committee on Economic Policy. As stated in the introductory 
chapter, “Perhaps the most important reason fora survey like this is the grow- 
ing demands which modern conditions of government make upon the 
intelligence of citizens. New Zealand like most democratic countries faces 
intricate and urgent economic problems. The difficulty is not so much to 
find solutions of these problems as to secure a general awareness of their 
nature and of the types of solutions which are practicable within the frame- 
work of democratic governments.” 

During the twelve years covered by the survey New Zealand’s population 
increased by nearly 20 per cent, the volume of farm production increased by 
15 per cent, the volume of factory production by over 90 per cent and the 
total volume of primary and secondary production by about 37 per cent. As 
a result of improvement in the quantity and quality of capital equipment, 
motive power and transport facilities, better methods and more efficient 
organization, the volume of output per worker increased by 20 per cent on 
farms and between 20 and 25 per cent in factories. Partly because of the 
larger volume of production but mainly because of higher prices the net 
national income rose from £194 million in 1939 to an estimated £578 million 
in 1951, oversea receipts from £75 million to £214 million, and the accumu- 
lated net oversea assets of the New Zealand banking system from less than 
£20 million to over £100 million. Government revenue rose during the 
period from £43 million to £167 million, including an increase in total 
taxation from £38 million to £158 million, and gross public debt from £343 
million to £693 million. The great increases shown in these figures, and 
particularly the price changes that largely caused them, were inevitably 
accompanied by economic stresses and strains and difficult problems of 
income distribution and business adjustment. Various price stabilization 
measures were more or less successfully applied, so that the index number 
of retail prices rose by less than 25 per cent between 1939 and 1947, and, 
although the wholesale prices of imported items rose by 72 per cent during 
that period, the increase in wholesale prices of locally produced items was 
only 30 per cent. Since 1947 the removal of controls that had become unduly 
restrictive, and more recently the rise in oversea prices because of rearma- 
ment stock-piling and disturbed international relations, have caused the 
retail-prices index to rise by 27 per cent and wholesale prices of locally pro- 
duced items by 43 per cent, thus delaying the completion of the present 
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Government’s policy of freeing the economy from subsidies, price controls, 
import licensing and other trade restrictions. Though price changes and the 
commodity scarcities that lie behind them have involved difficult problems 
of public finance and family budgeting, the people of New Zealand have 
throughout the war and post-war periods maintained relatively high standards 
of living and have not had to endure any serious austerities. Thus the Prime 
Minister, when recently introducing the budget, was able to say, in his 
characteristically exuberant style, “Viewed from every angle I am happy to 
say that New Zealand is enjoying a state of great prosperity. Our national 
finances are in a sound and healthy condition, production is high, there is 
employment for all, there are more goods available to the people than ever 
before, there is an unsatisfied demand for our primary products, our total 
oversea earnings are substantially greater than our total oversea spending, 
notwithstanding the removal of many restrictions on the expenditure of 
sterling funds.” 


Future Problems 


EW ZEALAND’S economic and financial problems largely arise from 

the fact that its very high per caput external trade, which enables it bene- 
ficially to exchange the products of its basic farm industries for the varied 
products of Britain and other countries, also renders it very vulnerable to 
changes in oversea prices. Much of its national income depends on the over- 
sea sale of a narrow range of primary products particularly liable to price 
changes and greatly dependent on the prosperity of one principal market, 
the United Kingdom. The device of long-term bulk purchase agreements 
for meat, butter and cheese has given a greater degree of security and stability 
to the prices of these commodities, but cannot, of course, remove the prob- 
ability of considerable changes as agreements expire and are renewed. Wool 
remains liable to rapid and unpredictable price fluctuations and can thus 
exercise a powerful influence on New Zealand’s national income, public 
revenue, employment and business activity. As the official economic survey 
points out, “In the long run it is not possible, without an extensive system 
of controls, for New Zealand to maintain levels of wages, costs and prices 
substantially out of line with those prevailing in the countries with which 
she principally trades.” It is this fact that, apart from other considerations, 
makes it imperative for New Zealand to take an active share in the pro- 
motion of international economic co-operation, and the dependence of New 
Zealand’s prosperity on that of Britain reinforces ties of kinship and senti- 
ment that impel this Dominion to do everything it possibly can to help the 
motherland in its present crisis. 

Among the internal measures that may be adopted in New Zealand in 
order to maintain a high degree of economic stability in spite of external 
market fluctuations and yet avoid the restrictive controls and repressive 
measures that are inconsistent with a free democracy, one of the most 
important is the setting up of reserves during periods of high income that 
can be brought into use when external prices fall. This is recognized by the 
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large farm stabilization funds that have been built up during recent years. 
At the end of last July these reserves totalled £116 million, comprising : 


Dairy Industry Stabilization Account . : - 23 million 
Meat Industry Reserve Account. : : : ~ 36 
Wool Capital Account : . ; : : - 39 
Wool Contributory Charge. : : : . ., a 
Wool Retention Moneys. : : * : ai 


»”» 
» 
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To the extent that these funds are “frozen” (e.g. Wool Retention Moneys), 
or are held overseas, they are real reserves from a national point of view. 
Much of the money has, however, been lent to the Government, and spent 
by the Government, and, though it provides a reserve so far as the farmers 
are concerned, is not an effective means of checking variations in aggregate 
national income. 

The use of budgetary surpluses set aside for future expenditure is also a 
useful device for steadying national income and is being adopted by the 
present Government in its policy of redeeming Reserve Bank securities and 
in its provision for a War Emergency Account in which budget surpluses 
will be accumulated unspent until required for war expenditure or future 
national development if, happily, the threat of war recedes. 

Strangely enough, no attention appears to be given in official quarters to 
the desirability of providing for contingent liabilities in the Social Security 
Account in the event of a fall in national income. The revenue for this fund 
is derived from a levy of 15. 6d. in the pound on all wages, salaries and other 
income p/us an annual allocation from the Consolidated Fund revenue, Thus 
changes in the annual receipts of the Social Security Account are closely 
related to changes in employment, wages, business profits and national 
income generally. If no provision is made when receipts are high, difficulties 
are bound to occur when, as a result of falling export prices, national income 
falls, social-security revenue becomes less and the demands for benefits rise 
with decreasing employment. Both political parties have committed them- 
selves to policies of improving social-security benefits; social-security 
revenue has risen from £11 million in 1940 to £50 million in 1951, the 
increase being mainly due to rising national income; expenditure has kept 
pace with revenue and no substantial credit balance has been built up to meet 
future contingencies. 

Another factor in the growth of New Zealand’s national income since 
1939 is expansion of bank credit. Though the Labour Government avoided 
borrowing from the trading banks, and, after 1943, reduced the amount of 
outstanding bank credit by repaying their holdings of government securities 
as they matured, they borrowed heavily from the Reserve Bank, mainly for 
construction of State-owned houses and for debt repayment, thus generating 
an upward pressure on prices by expanding the monetary demand for rela- 
tively scarce goods and services. The present Government has not only 
avoided borrowing from the trading banks but has considerably reduced 
its debt to the Reserve Bank. There has been, however, during the last two 
or three years, a very large increase in the ordinary advances of trading banks, 
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so that, despite the Government’s policy of repaying Reserve Bank loans, 
aggregate spending power has increased through expansion of trading-bank 
credit. This is now a major monetary problem. In 1939 total trading-bank 
advances averaged about {55 million; they fell to an average of £43 million 
in 1943 and were not back to their pre-war average until 1946, after which 
they rose greatly. As a price-stabilization measure from 1943 onwards the 
trading banks refrained not only from investing in government securities 
but also from making advances for speculative purposes, repayment of 
mortgages, capital expenditure and certain other purposes that could be 
financed from sources other than banks. The restriction of advances has 
operated with flexibility and with due regard to the needs of production, 
trade and general business requirements. In accordance with the policy of 
removing economic controls some relaxation of these restrictions was made 
in 1950. Various factors, including growth of population, trade and pro- 
duction, and higher costs and prices, have naturally increased the demand for 
bank advances in the uncontrolled categories, and this has been intensified 
by high wool prices and a large increase in the value of imports. The result 
has been that total bank advances exceeded £100 million by the end of 1950 
and are now over £140 million. As this trend is incompatible with the policy 
of checking undue monetary expansion in the interests of economic stability, 
the restrictions on bank advances are being increased and more strictly 
enforced. The problem here is how to reconcile the banking demands of 
expanding trade, production and capital development during a period of 
rising costs and prices with a policy of economic stabilization on the one 
hand and of economic freedom on the other. 


The Budget 


S already indicated, the high level of national income made it easy for the 
Prime Minister to present a budget which made some tax reductions 

and at the same time provided for increases in most items of government 
revenue and expenditure. For the year ended March 31, 1951, revenue of the 
Consolidated Fund totalled £143-8 million and expenditure £135:5 million. 
Part of the surplus of £8-3 million was used to meet retrospective increases 
in Public Service salaries and wages, and the balance of £5} million was 
transferred as an initial payment to a War Emergency Account, to which a 
further £6-6 million is to be paid this year with an ultimate goal of £100 
million. The Social Security Account for the past year showed a revenue of 
£49'9 million and expenditure £49:4 million. Borrowing for public-works 
capital expenditure totalled £34 million, but, owing to lack of man-power 
| and materials and delays in supply of equipment from overseas, expenditure 
| was not quite £29 million. The year’s net increase in public debt amounted 
| to £23 million. Tax concessions for the current year consist of an increase 
| in the income-tax rebate from the present {10 to £15, a reduction in the 
| income-tax surcharge from the present 15 per cent to 10 per cent, and customs 
| tax reductions of 3d. per lb. on tea and 2d. per gallon on petrol, both of which 
took effect on September 3. Notwithstanding these tax concessions, increased 
receipts from income-tax and from customs duties over last year’s figures are 
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estimated at £16 million and £4 million respectively. The total Consolidated } 
Fund revenue is estimated at £1664 million, made up of Income tax £76 : 
million, Customs duties £28 million, Sales tax £17} million, other taxes | 
£23 million and other revenue £22 million. The major changes in estimated | 
Consolidated Fund expenditure as compared with last year are increases in | 
the provisions for subsidies and defence. It is generally accepted that sub- | 
sidies are an unsatisfactory method of dealing with rising prices, and early | 
in 1950 they were reduced by the present Government from an annual rate | 
of £14 million to £5} million. The impact on New Zealand’s economy of | 
the rise in world prices after the outbreak of war in Korea resulted in the | 
reintroduction of subsidies on wool, flour and bread.and the continuance of | 
subsidies on butter, eggs and milk, so that they have now reached a record | 
annual rate of £18 million. Thus the estimated subsidy expenditure for the | 
current year is £15} million as compared with £9 million last year. The | 
defence vote, which last year was £14 million, is to be raised to £25 million 

plus the allocation of £6-6 million to the new War Emergency reserve fund. 

The estimated revenue of the Social Security Account is £55-7 million, | 
practically all of which is derived from taxation, £41-6 million from the | 
Social Security tax and £14 million transferred from the Consolidated Fund. | 
Expenditure is estimated at £55 million, the major items being age benefits | 
£19 million and family allowances £16 million. A notable change is being 

made in universal superannuation, which is payable without a means test to 

persons over 65 years of age. This has been increased, from October 1951, 

from £37. 10s. a year to £75 a year and the annual rise from £2. tos. to £5, 

and will be subject to income-tax. Capital expenditure on public works is 


estimated at £56 million, the whole of the finance for this being already 
assured from current receipts of sales of power and land, depreciation funds, 
the over-subscribed National Development Loan, National Savings and 
balances in capital accounts. With the present scarcities of labour and 
materials it appears unlikely that all this expenditure will be incurred. 


Legislation 


URING the election campaign pledges were given by the presentGovern- | 

ment to strengthen the legislation against strikes, lock-outs, industrial 
disturbances and subversive activities. Consequently two important bills were | 
introduced early in the session, one to amend the Industrial Conciliation and | 
Arbitration Act and the other, the Police Offences Amendment Bill, to give | 
greater powers to suppress intimidation and sedition. Each of these bills, 
stirred up vigorous public discussion and criticism, was strongly debated — 
in Parliament, and passed after considerable amendment. During a long and | 
wide-spread strike such as that which recently took place in New Zealand | 
violent emotions are inevitably aroused, wild statements are made, lawless | 
elements take advantage of abnormal conditions to commit acts of intimida- 
tion and crime, and there is a tendency to make indiscriminate and ill-founded | 
charges of subversive activities emanating from foreign sources and intended | 
to undermine the democratic constitution of the country. This has been a | 
characteristic of strikes throughout the long history of trade unionism, in | 
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New Zealand as elsewhere. The people of New Zealand are, with few excep- 
tions, law-abiding and loyal to Queen and country. They have proved this 
unmistakably in many times of crisis. It was natural, therefore, that, after the 
tumult of angry feelings aroused by the recent strike had subsided, people 
should examine critically any proposed acts of legislation which might 
endanger cherished freedoms in the process of attempting to strengthen the 
powers of the police to suppress subversion. The object of the Police 
Offences Amendment Bill was to add to the present law definitions and powers 
that would render unnecessary the issue of emergency regulations as had to 
be done during the recent industrial trouble. The Bill, therefore, involved 
interpretations of “seditious tendency” and “seditious intention” and such 
matters as the authorization and operation of search warrants, arrest without 
warrant, picketing and processions, always difficult questions to deal with, 
especially when associated with possession or publication of documents and 
criticism of the actions of Government and those charged with law enforce- 
ment. In the form in which the Bill was introduced it included clauses that 
evoked protests from a variety of responsible organizations and individuals 
who had no sympathy with actual or potential law-breakers but were 
greatly concerned about civil rights. Editorials in leading newspapers voiced 
strong criticism of the Bill, especially the “onus of proof” clause which, 
in certain circumstances assumed a person to be guilty unless he proved his 
innocence. The Government very wisely took no advantage of its large 
majority to force the Bill through Parliament, but referred it to the Statutes 
Revision Committee and invited the public to suggest constructive pro- 
posals for its improvement. The result was the adoption by the Government 
of fifty amendments to the twenty-three-clause bill. The acceptance of these 
amendments, which the Prime Minister himself described as “fifty improve- 
ments”, was a healthy reaction by the Government to honest and informed 
public criticism and a sign of strength rather than weakness. 

The same readiness to accept well-considered advice from experienced and 
responsible sources was shown by the Government in respect of the Industrial 
Conciliation and Arbitration Amendment Bill, in which various amendments 
were adopted after consultation with the Federation of Labour and employers. 
This Bill aimed at ensuring that the control of trade unions shall be exercised 
by the rank-and-file members rather than by a militant minority. It therefore 
provided for properly conducted secret ballots not only on strikes but also 
on other matters such as the election of officers, imposition of levies and 
membership of national organizations. It increases maximum penalties for 
inciting, instigating or aiding any unlawful strike or lock-out. It also 
included provisions for various other matters, such as the setting up of dis- 
| putes committees and appeals from their decisions. It is a curious anomaly 
| in New Zealand’s system of industrial conciliation and arbitration that 
| although strikes are generally illegal emphasis is placed on the necessity to 
| take a secret ballot before engaging in a strike, and in the present amending 
| bill greater penalties are provided in those cases where no secret ballot is 
' taken. In other words, a strike or lock-out is not legalized by a secret ballot 
| but it is not so heavily penalized. Since the inauguration of industrial con- 
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ciliation and arbitration in 1894 there have been many strikes but hardly any 
prosecutions. There is implicit in this a recognition of the right to strike and 
of the importance of settling a strike as quickly as possible by negotiation 
rather than by enforcement of statutory penalties. The value of the secret 
ballot is that it lessens the likelihood of strikes and their continuance. One 
advantage of the industrial conciliation and arbitration system is that it does 
bring the representatives of employers and employees together in the pre- 
sence of experienced and independent arbitrators to discuss wages and condi- 
tions of work, and ensures judicial awards whether there is complete agreement 
or not between the parties. On the other hand, there has developed an un- 
fortunate practice of regarding every such discussion as a “contest” between 
two opposing parties whose interests are incompatible. There is scope in 
New Zealand for useful experimentation in the field of industrial relations, 
based on the association of employers and employees as partners with com- 
mon rather than opposed interests in the improvement of production, 
standards of living and conditions of work. 


New Zealand, 
February 1952. 





to hold 
to cash 


National Savings Certificates are easy to buy : your Bank, your local 
Savings Group, Post Office or Trustee Savings Bank are always at 
your service. Again, they are easy to hold—they go on earning interest 
for you all the time. 

Finally, they are easy to cash—you can get your money back, with 
accrued interest, at any time. If you hold your Certificates for the 
full 10-year period each 15/- Certificate will bring you 20/3, and the 
increase is free of Income Tax. This is equivalent to 3% per annum 
and if you are paying tax at the standard rate of 9/6 in the ¥ it is 
equal to a taxable investment yielding £5.16s.0d. per cent. gross. If 
you are paying more than 9/6 it is an even more attractive investment. 
National Savings Certificates are a sound and safe investment ; they 
protect your money, and will help to restore your country’s prosperity. 
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